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Tin plate: another area of growth at 





NATIONAL STEEL 


Tin plate is a product that combines 
stability with growth. The economic barom- 
eter may read high or low, but people still 
eat. So the demand for tin cans is relatively 
stable. Furthermore, growth in demand 
regularly exceeds population growth because 
of the steady rise in per capita use of canned 
foods . . . and because of the many, many 
non-food products—old and new—that 
are increasingly packaged in tin plate. 


Tin plate has long been a key product of 


National Steel. It is the product on which 
the business of our Weirton Steel division 
was built at its start 55 years ago. It is still 


the most important product in Weirton’s 
now varied line. 

We have pioneered improvements in tin 
plate; have steadily increased tin plate 
capacity; have become one of the world’s 
largest tin plate producers. 

Now we are taking a long step to even 
further growth. As part of our $300,000,000 
corporation-wide expansion program, we 
are building an entirely new steel finishing 
plant in the Chicago area to be operated 
by our Midwest Steel division. It will be 
completed in the second quarter of 1961. 
Here again, tin plate will be a major product 


from this new source of supply in the heart 
of fast-growing mid-America. 

Other parts of this great expansion program 
are underway at our Great Lakes Steel 
Corporation in Detroit and at our Weirton 
Steel division at Weirton, West Virginia. 
The program’s objectives: to supply our 
customers with the last word in quality and 
service . . . to win still more of that happy 
combination of stability with growth 


This STEELMARK of the American ¢ — 
steel industry tells you a product is § +> 
steel-made, steel-modern and steel- \ 

strong. Look for it when you buy. *&¥. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. Major divisions: Great Lakes Steel Corporation * Weirton Steel Company 
Midwest Steel Corporation * Stran-Steel Corporation * Enamelstrip Corporation * The Hanna Furnace Corporation * National Steel Products Company 
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Speculators don't 
take chances! 


Not unnecessary ones anyway—and 
not if they can help it. They leave as 
little as possible to chance, make it a 
point to always steer clear of tips, 
rumors, and hunches, want nothing to 
do with “the unknown or unidentified 
events not subject to calculation.”’* 

You see, seasoned speculators know 
that continued success depends on 
getting all the available facts first, 
carefully considering known forces, 
probable events, and never risking 
their funds without good and sufh- 
cient reason. 

That’s why so many speculators 
choose their broker so carefully. 

They need an almost constant flow 
of fact and information... first-hand 
facilities for supplying quotes, trends, 
conditions . . . an organization that can 
always promise the fast executions re- 
quired to turn considered judgment 
into actual gain. 

Of course, we don’t handle the busi- 
ness of every speculator—but we do 
think the service we offer is satisfactory 
to thousands of speculators who are 
Merrill Lynch customers. 

We belong to all the major security 
and commodity exchanges. . . operate 
a special news service that speeds flash 
news back and forth for eight hours a 
day, and have well over 110,000 miles 
of private wire constantly used to link 
a national network of 124 offices—to 
gather and give out facts. 

If you think our service and facilities 
can benefit you, why not give them a 
trial some time, soon? 


That won't be taking a chance, either. 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
4 ul / Principal Exchange 


Nd er 


70 PINE STREET, NEW YORK 5, N. ¥ 


131 offices bere and abroad 


*Definition of “chance” by Funk and 
Wagnalls — Italics ours. 
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there’s no business like... 
THE FAMILY 


The business of maintaining the family is the most important — 
and biggest — of all. For the family maintains all other businesses 
directly or indirectly. 

Beneficial’s business is that of helping the family; the vast majority 
of its loans are made to married people. They are serious, stable, well- 
rooted in their communities and their record for honoring their obliga- 
tions is an excellent one. Beneficial helps them with a small loan service 


that is both dependable and geared to family requirements. 


Beneficial Finance System has been doing this for more than 45 


years, with an international reputation for superior service. 


.@ BENEFICIAL loan is for a beneficial purpose 








° BENEFICIAL 
“ance Co- FINANCE 


Beneficial Building, Wilmington, Delaware SYSTEM 
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The Trend of Events 


“TURNING THE OTHER CHEEK” or “AN EYE-FOR-AN-EYE”’ 
— WHICH IS THE BEST WAY? ... I have never believed 
that turning the other cheek will get you anywhere 
because it is a sign of weakness of which the other 
fellow always takes advantage. To the aggressor it 
signifies fear, and only makes him bolder. 

For too long we have continued to practice the 
philosophy of taking abuse with a smile, although 
our experience has shown us to have made one mis- 
take after another by following such an unrealistic 
saint-like policy in a brutal world. 

Mr. Khrushchev’s brazen threat to send missiles 
against the U. S. A. in support of Cuba clearly 
illustrates the contempt he has for our policy of 
tolerance under provocation. Nor would he have 
dared to tell the Austrians he would occupy their 
country if an Italian based rocket was launched 
over their territory and cheekily interfere in 
Italy’s internal affairs through communist labor 
riots. 

It was “turning-the-other-cheek” policy that gave 
the Pakistanians the nerve to criticize us for in- 
adequacy in the U-2 incident — and the members 
of the Mexican Congress to cheer when President 
Emilio Sanchez Piedras declared that country would 
side with Cuba against the 





retaliate against Castro’s take-over of the oil re- 
fineries- by refusing to refuel Cuban planes at Ber- 
muda and that it was only when they took the 
lead that we cancelled the sugar bounty. 

Have we become that weak? 

If we have eyes to see and minds to think with, 
we must realize before it is too late, that unless we 
rise to our own defense and follow the practice of 
“an eye-for-an-eye”, anything can happen here - 
because the Communists have set the stage through 
a Fifth Column in every country — so that now we 
can no longer question the possibility of a Hot War. 

Yet we continue to “fiddle while Rome burns”, 
and are conducting our political conventions as 
though a hungry and vicious bear was not towering 
on our threshold trying to break down the door. If 
we have really become too soft, we certainly have 
to toughen up — and fast if this country is to 
withstand the shock treatment that the Commies 
have planned for us. 

It will take real leadership to bring back our 
fighting spirit. Oh for another Teddy Roosevelt, who 
combined strength and common sense with brawn! 
Which of the candidates can measure up to that 
statue? I hope that the delegates will think in these 

terms rather than the per- 








U. S. A.—and Castro to hurl 


sonal advantages and spoils 


insults and expropriate Amer- 
ican property at will. Certain- 
ly these experiences must be 
taken to heart if our country 
ever intends to defend itself 
—and win. 

It should give us pause to 





We call the attention to the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 








inherent in an election pro- 
cess. They might as well — 
because their gains otherwise 
will merely be ephemeral. 
Let them realize this may 
be the last chance to insure 





realize that it was Britain | tomorrow’s markets, don’t miss this freedom for _themselves oa 
and not the United States | regular feature. for their children — and 
who took immediate steps to those who come after them. 
BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: 1907 — “Our 53rd Year of Service’? — 1960 
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As Y9 See Jt! 


By John H. Lind, 


Petroleum Specialist 


THE CUBAN OIL REFINERY EXPROPRIATIONS 
— SIGNIFICANCE TO INVESTORS 


HE MILITARY occupation of Cuba’s three 

foreign-owned oil refineries last week dramatic- 
ally marked the end of one era in that country’s af- 
fairs and the beginning of a new one. It put an end 
to more than half a century’s close and mutually 
fruitful cooperation between foreign oil capital and 
the Cuban economy. During this period, foreign com- 
panies spent some $50 million on exploring the 
country’s subsoil for oil deposits, constructed enough 
refinery capacity to make Cuba more than self-suffi- 
cient in oil products, thereby saving her many mil- 
lion dollars in import expenditures, and created a 
marketing network that extended to the smallest 
fishing village of the Caribbean island. 

Had it not been for Fidel Castro’s deliberate 
harassment of the foreign oil companies—first by 
an unreasonable increase in royalties . . . then by 
voiding all supply agreements between the com- 
panies and their retail outlets . . . and finally by his 
expropriation of the refineries—this cooperation 
could have continued indefinitely, to the benefit of 
both the companies and the Cuban economy. 

The era ushered in by Castro’s act puts the Soviet 
Union for the first time directly and squarely into 
Latin American internal affairs. For the Cuban econ- 
omy must now depend almost totally on foreign oil 
for its fuel needs. From now on (at least for the 
time being) it will be at the mercy of the Soviet 
Union. For that is where the bulk of its oil supplies 
will have to come from. It is still too early to evalu- 
ate the full meaning of this development for Cuba 
as well as the rest of the Western hemisphere. But 
a Red submarine and missile base 90 miles off Miami 
must now be considered as a planned eventually. 


Why Foreign Refineries Refused to Process Russian Oil 


An important question comes up at this juncture 
in Cuban-U.S. relations—i.e. : 

& (1) Could the foreign companies have avoided 
the seizure of their plants? 

The answer is that Jersey, Texaco and Shell built 
these refineries in the first place to sell their own 
oil—because the profit margin in refinery operations 
is generally quite small, compared to that in crude 
oil production. Hence, integrated oil companies build 
refineries chiefly for the purpose of processing their 
own crude oil. 

In the case of Cuba, all three companies had 
more than ample supplies in nearby Venezuela and 
under the Refinery Law of 1954, supplemented 
by further decrees in 1955, they were assured of 
complete freedom in operating their plants and 
selecting their sources of crude oil. 

The three refineries were built only after this 
law had come into existence. The companies were, of 
course, aware that under a 1938 law they would be 
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expected to give first choice to Cuban domestic crude, 
if enough of it were ever found. But since they were 
themselves searching for oil in Cuba they had no 
objection to this. 

Castro’s act of expropriation is therefore a clear 
violation of the Refinery Law of 1954. At the same 
time, he has deliberately distorted the law of 1938 
to mean not just Cuban domestic crude but all state- 
owned crude oil, regardless of origin. Economically, 
his request to the three foreign countries to process 
Soviet oil would be tantamount to expecting say, 
American Motors to switch from selling Ramblers 
to the Volkswagen! 

Russia is currently directly and sharply competing 
with Western oil companies throughout the world. 
It is therefore completely unreasonable to expect any 
Western company with excess producing capacity 
of its own to purchase Soviet oil, thereby helping 
its competitor and hurting itself. 

> (2) It has been said that the quantity of Soviet 
oil which Castro asked the three comnanies to refine 
was not large enough to warrant their adamant re- 
fusal. But for the last half of 1960, these 300,000 
tons per plant would have amounted to nearly half 
their total refinery input! And how much they would 
have had to take next year, once they had agreed to 
the principle of processing Soviet oil, is anybody’s 
guess. 


Oil Companies Pressured to Refine Soviet Oil 
In Other Lands Too 


Under the $100 million Cuban-Soviet trade agree- 
ment, signed earlier this year, the quantities might 
well have been very large, given oil’s predominance 
as a Soviet export commodity. Furthermore, the in- 
ternational companies are under similar, if less 
violent, pressure in several other countries. India, 
for instance, would like them to accept some Soviet 
crude oil. The companies, therefore, had no choice 
but to take an unequivocal stand on the issue, par- 
ticularly, since legally they were entirely within 
their right. 


Castro’s Claims on Oil and Sugar 


& (3) Castro has said that he can buy Soviet 
oil at about 70¢ per barrel cheaper than Venezuelan 
oil. But in a barter agreement, prices are not always 
comparable with those prevailing in free markets. 
In the case of Cuba, they would depend on the price 
Russia is paying for Cuban sugar, which we under- 
stand is much lower than the price paid by the 
United States. 

Also, Soviet oil costs to Cuba are based on current 
very low tanker rates from the Black Sea to the 
Caribbean. However, should there be a sharp up- 
swing in this trade, tanker spot rates will rise, so 
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that any price savings could easily be wiped out. 
Thus, from the economic standpoint as well, Cuba 
had no valid reason for expropriating the three 
‘foreign plants. On the contrary, for the last 15 
months these plants carried on their operations, de- 
spite the fact that Castro had not allotted the foreign 
xchange necessary to import the crude oil. At the 
time of the seizure, Cuba owed the oil companies 
some $68 million for unpaid crude oil deliveries. It 
is unlikely that the Soviet Union will permit such 
unpaid balances to pile up should Cuban payments 
‘all behind. 


How Well Can Cuba Satisfy Her Oil Needs 


The immediate effect of the plants seizure will 
indoubtedly result in a nationwide shortage, since 
the foreign companies, 
n anticipation of the 
enerally expected ex- 
ropriation, had allowed 
heir crude oil stocks to 
un down in the last 
‘ouple of weeks. Supplies 
for about a month of \ 
normal consumption are 
available, but with the 
beginning of gasoline and 
fuel oil hoarding by con- 
sumers and _ business, 
Cuba is bound to feel the 
pinch much sooner, this 
despite the fact that 
some 10 Soviet tankers 
are reported to be on 
their way to Cuba and 
are scheduled to arrive 
during the course of the 
month. Moreover, the 
estimated total supply of 
oil the tankers will bring 
is expected to equal less 
than eight days of 
Cuba’s oil needs. In the 
meantime, Cuba is try- 
ing to secure emergency 
shipments from Venezuela and Mexico. 


A 


Position of Mexico and Venezuela 


What these two countries are likely to do is not 
quite clear at the moment. The recent declaration by 
Senor Piedras, President of the Permanent Com- 
mittee of Congress that “Mexico is on the side of 
Cuba” means that the State Oil trust, trying to get 
rid of excess oil, is ready to step into the breach 
and sell to Cuba, even though it has never exported 
crude oil before. 

On the other hand, Venezuela, who sells 3 percent 
of its total oil exports to Cuba, has expressed its of- 
ficial unhappiness at the prospect of losing these 
substantial sales to the Soviet Union, amounting to 
a revenue loss of $30 million per year. At the same 
time, Venezuela is not eager to become embroiled in 
the situation, nor wishes to antagonize the com- 
panies whose plants have been taken over. More- 
over, the new Venezuela National Oil Company is 
only a few weeks old, and actually may not be in 
any position to supply Cuba. 
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With apologies to the 
New York World Telegram and Sun 





Lack of Scruples—and Intrigue Elsewhere 

There are some rumors that private Western com- 
panies in the United States or Latin America may be 
willing to supply Cuba. No names have been men- 
tioned and the rumor may be just a trial balloon 
from Havana. On the other hand, if a company did 
sell crude oil to Castro, it would try to justify its 
action by saying that it thereby reduced Cuba’s re- 
liance on Soviet oil. On the whole, however, informed 
oil circles do not expect that Cuba will receive much 
of its oil from Western hemisphere sources, at least 
for the time being. 

This puts the country’s oil supply squarely up to 
the USSR. And here it is only realistic to say 
that Russia is able to supply all of Cuba’s needs. 
It will take about 20-25 tankers, shuttling be- 
tween the Black Sea and Cuba to do the job. 


Realism in The Tanker 
Situation 

While Russia itself 
does not have sufficient 
tankers to take on Cuban 
requirements (and _ still 
supply its other custom- 
ers), the current world- 
wide tanker surplus is so 
large there is little doubt 
that some shippers can 
be found to supply the 
necessary capacity. 
Western tanker opera- 
tors are already carrying 
Soviet oil to France, 
Italy, Japan and Brazil. 
Adding Cuba to the list 
would not present any 
real difficulties. 

Of course, some of the 
big tanker fleet owners, 
like Onassis and Niar- 
chos, who work very 
closely with the major oil 
companies, have already 
announced that they will 
refuse to transport Soviet 
oil to Cuba. But it is not expected that all others will 
follow their example. Soviet oil from 4,000 miles 
away will therefore become more important to Cuba 
within a short time than Venezuelan oil, just 300 
miles away. Such are the crazy economic dislocations 
forced upon the world by Communist machinations. 


In Conclusion 


The principal loser in all this will not be the com- 
panies whose plants have been taken away from 
them. To the huge international organizations, Cuba 
represents only a minute share of their total world- 
wide markets. And their Cuban refineries are only 
one among dozens owned by each of them. 

Thus, they are certainly strong enough to sustain 
the temporary loss of Cuban markets and facilities 
without a perceptible dip in earnings. 

The situation is quite different for the Caribbean 
tepublic. With its $1 million in U.S. investments and 
its traditionally close economic and cultural ties to 
the United States, the consequences of the bearded 
dictator’s action may plague Cubans long after his 
political life has come to an end. END 
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A Political Summer Rally? 


The trendless pattern characterizing fluctuations in stock prices for the last two or three 
weeks seems about to end. For one thing, significant political and economic uncertain- 
ties are about to be clarified. For another, aimless drifting in the market seldom lasts for 
more than a few weeks at one time. Hence, we should have a clue fairly promptly now 
as to whether the market has a basis for continuing what looked like the promise of a sum- 
mer rise a month ago. 


By A. T. MILLER 


One of the principal unknown motivating doubts are about to be resolved, removing one of 
factors is in process of being removed this week the key questions hanging over the market. 
with selection by the Democratic National Conven- Economic and industrial influences also are com- 
tion of its 1960 standard-bearer. Whether the nom- ing into clearer perspective but can be more intelli- 
inee of the party seeking return to power in the’ gently appraised by the end of this month. If indus- 
White House was to be a “liberal” or a “conserva-_ trial activity is to experience a normal autumn re- 
tive’ was the question which investors wished to covery, then orders for essential raw materials must 
have settled before making final decisions on port- be placed with producers shortly. Steel industry 
folio policies, There has been an assumption in finan- executives are reported to have been encouraged by 
cial markets that Vice President Nixon would be _ inquiries received in the first week of the month, 
chosen later this month to head the Republican suggesting that a bottom in the industry’s operating 
ticket. Thus, so far as the candidates are concerned, rate may have been reached at the July 4 holiday 
week-end below 50 percent of capacity. 
A turn for the better would have a fav- 




























































































































































MEASURING MARKET SUPPORT orable effect on sentiment and would 
THE AARKET 15 A TUO-OF WAR. srvssayeinanatitel raise hope of a recovery in freight car- 
BUBB CReReReeee BOR eReEReae loadings, another revealing index of 
+++ i: it 4+ ae business trends, 
| ry] HM Whether or not the more important 
TTTT Th rrtTy 1 7 uncertainties are destined to be resolved 
370/44 anne ities LI on | LE a a to the market s liking is another ques- 
cage le pal wscosae Ly | i tion. By its recent behavior the list 
359 +-++-++-+— ot Declining Prices Lahedodl | + | } | | has seemed to reflect a hopeful attitude 
Af | | rid | | | and the Industrial Average encountered 
330|> tm ets SSNS 477 ttt reasonably promising support last 
310 LG GY NW VWN: M< ‘f ~. week, for example, around the upper 
SNS \ yr" limits of the trading range that pre- 
290 ; Ae | vailed from February to early June— 
or approximately between the 596 and 
270) ——+-__++—++— etidcs col + 634 levels. The corrective reaction from 
LELLL 74 ii iontetiion Se above 663 last month to the 636 area, 
MEASURING DeVESTIARNT AND SPECULATIVE aR, | where demand developed last week, rep- 
800 ry rrp 4 H p44 | | tig resented a retracement of about 40 per 
| | i cent of the ground gained from the 
a 0 wo ++—-1300 March low at 596.20—a normal techni- 
Tt | cal adjustment. 
720 r 4290 

mertrr rrr —~—, 4 | | The Business Outlook 
pal ; M.W.S. HiGH! | 1202 That the market can generate suffi- 
640 TITTY TTS = PRICE STOCKS 179 cient momentum to test the supply area 
tr Saane | || which checked the June upsurge must 
6001777 pes = + | r 260 be considered doubtful in spite of the 
5601-444 ” M.W.S. LOWY ae AS 250 tentatively hopeful technical behavior. 
— STOCKS| | | ae Normal stimulating influences are lack- 
520 | wel | 240 ing. Steel operations have slumped to a 
phen 18 2 phos aa hy — ' pio. ee oe greater extent than in the 1958 business 








recession, carloadings have been de- 
pressed by reduced demand for coal, 
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mployment has been de- 
lining more than season- 
lly, i.e. if no consideration 
; given to the fact that a 
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re expected to expand to 170 
me extent and appropria- 16s 
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‘e likely to receive a fresh re 
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vost, if only on account of 
hruschev’s threats, when ut + 424 44 
ongress resumes delibera- 140 + Sy" 
ons next month. Whether ¥ 
ie prospective advocacy of 
creased spending for 
lilitary and welfare proj- 
cts by both parties in the 
peoming campaign = can 
rrovide the needed spark, 
s a question which the 
1arket will answer for it- 
elf in the next few weeks. 
Certainly, pressures will be 
rought to bear in favor of 
step-up in our defense 
rogram in the hope of re- 
vaining leadership in areas where we have let Rus- 
ia get ahead of us, and in continuing to maintain 
our superiority where we now hold it. 

(Personally, I believe Khrushchev’s threat is 
unadulterated bombast, for he knows that Amer- 
ican missiles would be over Russia as soon as we 
sighted his weapons flying toward the United 
States. He is also fully aware that it won’t be the 
first blow, but the second-strike capacity that can 
survive an aggressive surprise assault. And I 
doubt whether Russia, with her crop failure, is in 
any position to fight a war regardless of how 
many of her propagandized superior weapons 
she possesses. ) 
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The Investor 

With political aspects gaining the ascendancy in 
coming weeks and with the international situation 
inlikely to display any evidence of relaxation before 
he next President is inaugurated, what policy 
should a conservative investor pursue? 

& In the first place, it is evident that seasoned 
equities are fully appraised. Good quality utilities 
iold at record highs on the average, comparatively 
few industrials could be considered cheap and most 
ire relatively high. Many speculative specialties are 
‘xtravagantly priced. Because of an uncertain econo- 
mic outlook, rails are less overpriced. 

& Business activity remains at a comparatively 
high level and lacks a strong incentive for further 
1960 
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Neither domestic prospects nor conditions 


growth. 
abroad encourage the hope of an extension of boom 
economic trends. 

on Corporate propit margins are declining rather 
than improving and the seeming need for additional 
Spe nding 


revenues to compensate for increased 
points to the possibility of higher taves. 

In short. the market climate is conducive to cau- 
tion rather than unbridled enthusiasm. Neverthe- 
less, the fact that prompt action to check recession- 
ary developments in business could be expected 
serves as a basis for retention of sound equities 
rather than for apprehension over a nearby econo- 
mic decline. 

Anti Inflationary Trends Abroad 


One of the factors dictating a watchful attitude 
is the action of monetary authorities in Germany 
and Great Britain in attempting to curb overex- 
pansion in business through tightening of credit 
restraints. @ Higher interest rates abroad not only 
tend to attract foreign credit balances from this side 
of the Atlantic but could exert a effect 
on business here. 

Although gross national product is being pro- 
jected at a new high level for 1960 and at a rate of 
$510 billion annually for the fourth quarter, it is 
evident that many industries will fall below earlier 
forecasts. No one now anticipates record output for 
steel, as an example, (Please turn to page 502) 


restrictive 
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A First-Hand Report on... 
FIRE-BREATHING RED CHINA'S 





THREAT of INDUSTRIAL MIGHT 


By STEWART HENSLEY 


—Political-Economic Analyst, recognized as an expert on 
the Far East, where he lived for many years, Mr. 
Hensley accompanied President Eisenhower on all his 
trips round the world, and was with him in latest tour. 


> The communist aim to control Japan as a short-cut to their plan for domination of 


Asia and the Pacific 


Pm Red China’s dependence on Russia — even to machinery parts 
> Can Russia pull the strings on Red China’s program at will — and when? 
P Use of phony statistics as a propaganda weapon — the kind of hopped-up campaigns 


that hold the people in line 


Weakness in her trade picture — inferior quality of her products — transportation 


breakdowns 


P State of her industrialization — her economy — and why she cannot mount a major 


offensive on her own 


> Wisdom of seeing Red Communist realities rather than accepting exaggerated claims 


or minimizing actual accomplishments 


S the fire-breathing Chinese Communist dragon 
truly a steel-muscled beast with a roaring blast 

furnace for a heart, representative of real industrial 
power? 

Or is it simply a papier maché monster com- 
pounded of phony statistical reports and propaganda 
glue? 

The answer—on the basis of the best available 
information—is that it is neither. But at present it 
resembles the latter more than it does the former. 
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It cannot be denied that Red China during the 
past ten years has made considerable industrial 
progress, with substantial Soviet assistance, on some 
sectors of the economic front. But the progress has 
been lopsided, with all-out emphasis on heavy in- 
dustry to the detriment of other elements of the 
economy. 

The rather impressive industrial production sta- 
tistics provided by Peking—even if true—should 
not be permitted to obscure the fact that the Red 
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Chinese industrial economy still is heavily depend- 
nt upon Russia for many major and critical items. 
But more of that later. 


There is a Short-cut to Industrial Supremacy 
in Asia if the Chinese Can Pull it Off 


The intense Communist effort to gain control of 
he mass organizations in Japan—an effort originat- 
ig with and financed by Moscow and Peking—is a 
‘rst Red step toward trying to turn the nation into 

neutral and isolate it from the West. 

The next step, after denial of Japan’s assets to the 
nited States and its Allies, would be to amalgamate 

is highly skilled country, the only real industrial 

ywer in Asia, into the Communist system. 

Loss of Japan’s assets and strategic location would 
: a serious blow to the West—for whom cracking 

e anti-communist front in the Far Western Pacific 

a vital matter. From the military viewpoint, it 

juld be a reverse of the gravest order. 

But the economic aspects of such a development 
iight be even more disastrous in the long run. For 
malgamation of Japan’s industrial complex—the 

fourth greatest in the World—into the Communist 

etwork would give the Reds an economic supremacy 
a Asia which would almost certainly mean their 
ventual domination of the entire area. And it could 
ip the balance of global power so strongly against 
he West that it might be fatal. 

The frenzy with which the Japanese Communists 
nd their sympathizers, paid by Moscow and Peking, 
ought to block the new security treaty with the 
Inited States and actually forced cancellation of 
’resident Eisenhower’s proposed visit was a meas- 
re of the effort the Reds are prepared to make to 
ain control of Japan’s assets. 

The intensity of the effort also quite probably 
reflected Communist realization that it will be a long, 
long time before China, in its own right, can become 

a true industrial power. 

The American public in general, and some officials 
on occasion, tend to swing from extreme to extreme 
n their assessment of the enemy potential. This 
happened in the case of the Soviet Union. 


A Dragon or Only a Lizard Economically? 


The old image of the Chinese as rather lovable 
ind inept individualists, who could never be regi- 
mented into mounting a sustained military effort 
vas rudely shattered by the Korean War. Much of 
the opinion in this country now has swung to the 
other extreme of crediting the Chinese Communists 
vith an industrial and military potential which 
they, by themselves, simply do not possess. 

If Red China were to resume the war on the 
Korean peninsula tomorrow, seven years after the 
Armistice, it still would have to be dependent on 
leavy guns, tanks, aircraft, ammunition and other 
tems from the Soviet Union. Some of these items 
‘an be assembled in China now—but the parts still 
have to come from Russia. 

China’s power and influence in the Far East de- 
‘ive from its size and geographic position, psycho- 
ogical impact and role as junior partner in the 
Moscow-Peking alliance—not from any considerable 
ndustrial power of her own. What we are concerned 
with here is the economic position of Red China 
now—not what she may become if given a long 
period of time and more political breaks. A big 
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question mark arises from the continuing ideologi- 
cal dispute between Peking and Moscow. Another 
stems from the fact that Red China, with a real 
population explosion problem, obviously is eyeing 
some parts of the Soviet Far East. 

The right combination of developments could lead 
the Kremlin to believe that China has progressed 
far enough. And Moscow still holds the string on 
the Chinese heavy industry program. 

Director Allen Dulles of the U. S. Central Intelli- 
gence Agency in a report to Congress published 
recently acknowledged rather rapid industrial 
growth in Red China during the past ten years—if 
one takes Communist statistics at face value. 

Mr. Dulles’ job is to assess the maximum poten- 
tial danger from the enemy. And he certainly would 
want to overstate rather than underplay the enemy 
potential in a report to Congress. 

Dulles says that “Chinese industrial production, 
over the period 1950-58, is estimated to have in- 
creased approximately five times, an annual average 
rate of 23 per cent. Gross national product nearly 
doubled during this same period.” 

But per capita consumption increased not at all, 
an extreme danger sign in any other country. The 
Chinese Reds think they can get away with this be- 
cause of special circumstances. Maybe they can but 
evidence elsewhere in the World is against them. 

The CIA Director adds: “While assessments of 
the economic development of Communist China are 
uncertain at best, it is estimated that industrial pro- 
duction in Communist China, less than seven per 
cent of that of the USSR in 1950, may have grown 
to about 16 per cent by 1958 and by 1965 could in- 
crease to about 25 per cent of that of the USSR, 
according to present forecasts.” 

Uncritical acceptance of such estimates might 
lead to an assessment of Red China as a growing 
industrial giant. But that is far from true. 


Statistics Only a Propaganda Weapon 


In considering assessments based to any extent 
on figures supplied by the Chinese Communists, it 
is well to bear in mind a statement made last year 
by the Director of Peking’s State Statistical Bureau, 
Chia Ch’i-yun, the man whose department issues the 
statistics. 

Chia said that statistics are a “special weapon” to 
be used “to prove the correctness of the Party line.” 

And when 1950 is used as the base year for com- 
puting percentage gains, one must remember that 
this was just after the Reds had completed their 
conquest of the mainland and industrial production 
was at an extremely low level. 

The obvious inaccuracy of Chinese Communist 
claims should not lead one to ignore that fact that 
the country has made some remarkable strides in 
the past ten years—considering where it started. 
But it is necessary to put this progress in perspec- 
tive. 

Red China’s Dependence on Russian Aid 

Soviet support for China’s forced industrializa- 
tion plan has been—and still is—vital. And it is far 
from complete. 

& Only a few more than one-half of the 300 ma- 
jor plants to be built with Soviet assistance have 
gone into operation, according to U. S. intelligence 
sources. And many of these are only on pilot pro- 
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duction. 

& Shortage of raw materials, due in large part to 
China’s really formidable transportation bottlenecks, 
has held down production even in those plants which 
have enough trained workers to run them. 

> In the early years of the industrialization pro- 
gram, Russia provided loans totalling the equivalent 
of $400 million. By the end of 1955 these were vir- 
tually exhausted. Since that time the Chinese appear 
to have been exporting to the Soviet Union more 
than they imported 
from that source, fi» 
nancing capital goods 
in that manner. 

“® China sends Rus- 
sia foodstuffs, textiles 
and raw materials to 
pay for machinery, 
technicians and _ mili- 
tary equipment. 

& The Chinese de- 
pendence upon Russia 
was underlined by Mr. 
Dulles when he _ re- 
ported that “the goods 
received from the USSR 
are vital to Commu- 
nist China’s industrial- 
ization program, where- 
as those received by the 
USSR from China are 
not nearly so vital to 
the Soviet economy.” 

Wandering about in 
the morass of official 
Chinese Communist sta- 
tistics can become quite 
useless. Officials who 
analyze them report 
that different official or- 


gans in Peking often 
give contradictory or 


varying statistics. 
When internal evi- 
dence is impossible to 
obtain, or is obviously 
unreliable, the next best 
source of intelligence is 
external evidence. 


Chinese Claims as Seen 
from the Outside 


On the basis of ex- 
ternal evidence, the Chi- 
nese economy cannot be 
doing nearly so well as 
its masters claim. 

The Chinese Communists early in 1958 undertook 
a big trade offensive in Southeast Asia, exporting 
to that area cotton textiles, bicycles, rice and other 
items. They tried to inflame the people of that re- 
gion against Japanese goods. They played on the 
sympathies of the millions of Chinese who are domi- 
nant in business in Southeast Asia. If that failed, 
they threatened them. 

@ But Peking was unable to sustain the campaign. 
Although the Chinese Communists were offering 
consumer items at unrealistically low prices, in an 
effort to force out Japanese and British business- 
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China is building factories, but production 
is at low levels and waste of materials is 
high by Western standards. 





A huge Chinese oil refinery built by the 
Russians. It has six cracking towers but 
was running at far below capacity. 


men, the program failed. 

@ The campaign in Southeast Asia, as well as a 
parallel program to sell more to Western business- 
men, foundered because of a number of factors. 


@ The Chinese goods proved generally to be of 


much inferior quality. The inadequate Chinese trans. 
portation system and lack of trained workers it 
many industries resulted in intolerable deliver) 
delays. 

® There have been reports that the Chinese inten 
to attempt another ma 
jor trade offensive with 
in the near future. They 
are short of foreign ex 
change needed to buy 
from Western countrie: 
some of the items the) 
cannot get from Rus. 
sia. Red China's trade 
with the Free Work 
last year amounted t 
about $1.2 billion, both 


Ways, which was one- 
third of its total com- 
merce. 


The Problems in Mounting 
New Trade Offensive 


If comments of trad- 
ers in Hongkong and 
elsewhere who dealt 
with the Chinese during 
the previous trade drive 
are any indication, Pe- 
king will encounter con- 
siderable difficulty in 
stepping up exports to 
any appreciable degree. 
The memories of infe- 
rior goods and frequent 
cancellations are too 
fresh. 

The question natu- 
rally arises as to how 
the Chinese Commu- 
nists are able to mount 
export offensives when 
they still have so far to 
go to achieve true eco- 
nomic power. How can 
they ship rice abroad 
when they have starva- 
tion in some areas at 
home? 

The answer lies in the 
ability so far of the Pe- 
king government to pre- 
vent any appreciable increase in the standard of liv- 
ing at home. Consumption of consumer goods is kept 
at the barest minimum. 

Despite the percentage gains in industrial pro- 
duction, the average Chinese gets no more than he 
ever did. There are no material incentives offered 
the millions of workers. 

Increased production is achieved under police 
state methods of regimentation without parallel in 
modern history, methods so severe that the Russians 
never dared try them. 

The massive regimentation of Chinese farmers— 
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ind now some city workers—into slave state com- 
munes is a drastic deviation from the Russian pat- 
ern today. 

Questions of Ideology 


It is one of the points on which Moscow and 
’eking have disagreed—an element in the ideologi- 
al differences between the two which are reflected 
n recurrent Chinese criticisms of Russian thought 
nd action. 

Communist China’s top men, Mao Yse-tung and 
‘remier Chou En-lai, consider themselves true 
farxists, the spiritual heirs of the founder of 
.e doctrine. They regard Soviet Premier Nikita 
‘hrushechev, with his 
alk of peaceful co- 
xistence, a “devia- 

mnist”” who threatens 
he monolithic nature 
f the Socialist front 

But so long as Chira 

so dependent on 
tussia for vital capi- 
al equipment. Peking 
annot acord any real 
deological break. 

Westerners natur‘i- 
y ask how long the 
he Peking regime can 
ret away with diving 
vorkers and peasants 
ver harder to increase 
yroduction without 
rranting them some 
nereased share of the 
‘esults in the form of 
sichtly higher living 
standaris. The hope 
s tha" masses will re- 
volt agains* this tyr- 
annical treatnient. 

But American experts on China say it would be 
unwise to count on this. 

While it is true that the Chinese peasant and 
worker has no more now than he did before the 
Communist victory, his government has taken ove! 
the responsibility for trying to even out the heights 
ind depths of existence. Floods and droughts have 
become matters of state concern and an effort is 
being made to plan ahead to ameliorate the worst 
effects. 


Communist China still has to 


Picture 


Their Hold on the People 


And the whole massive regimentation, unbeliev- 
able to Western eyes and ears, is whipped on by an 
intensive and unrelenting propaganda drive. The 
nation is kept in a condition of mass hysteria 
igainst the United States and its “imperialist” 
allies. The Chinese obviously take price in the fact 
that whatever the merit or lack of merit of the 
Communist regime, it has made China a force in 
the World for the first time in many, many years. 

Whether the Chinese can maintain the momentum 
of their effort on this sort of diet is, of course, not 
known. But it must be remembered that the masses 
have no way of knowing how miserable their ex- 
istence is compared with other countries. 

American experts feel it would be foolish to count 
on a crack up within the foreseeable future. 
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These Chinese masses, according to those who 
have recently visited the country, show no lessening 
of the zeal with which they are working inhuman 
hours for the eventual victory over “American im- 
perialism.” 

The human costs involved are, of course, fantastic. 
But Mao, Chou and others believe the Chinese pea- 
sants and workers will continue to pay the price. 

In fact, there are signs that far from trying to 
better the material lot of the workers, the Chinese 
Communist government has taken a final decision 
against considering consumer needs at all beyond 
the barest survival level. 

Aftermath of Mao's 
“Let a Thousand 
Flowers Bloom” 

Professor Ma Yin- 
ch’u, China’s foremost 
economist and a long- 
time advocate of great- 
er attention to con- 
sumer needs, was fired 
recently from his post 
as President of Peking 
University. Influential 
With Chou, Ma had 
frequently  criticed 
“disregard of consum- 
er interests” and the 
principles of the “great 
leap forward” which 
call for pouring mas- 
sive efforts into a cou- 
ple of critical sectors, 


such as power and 
heavy industry. 
Ma’s apparent fall 


localities. 


food in 
shows inhabitants hopefully lining up for food distribu- 
tion in Hankow. 


ration many 


from grace was a vic- 
tor yfor the first Dep- 
uty Chairman of the 
Chinese Communist Party, Liu Shao-ch’i, who wants 
violently forced industrialization without regard to 
other sectors. 

Soviet economic experts, in a report recently pub- 
lished in an official Chinese Communist magazine, 
warned Peking that a “well planned” economy re- 
quires “balance.” This was a quotation from Lenin 
and an obvious criticism of the current Chinese 
thinking and efforts. 

The Soviet experts also warned China that it 
should be prepared to rely less on the Soviet Union 
and the East European satellites for development 
of metallurgical, machine-making, fuel and electric 
power industries. 

It would be gratify to think that differences in 
tactics and ideological emphasis between Moscow and 
Peking, as well as historical and geopolitical factors, 
foreshadowed real trouble in the alliance. In the long 
run they may. But for the foreseable future the 
benefits to each partner are great enough so that 
accommodations undoubtedly will be made. 

Red China's Sticking Power Dubious 

On the military front Communist China still ap- 
pears heavily dependent upon Russia to support 
any major adventure. 

To quote CIA Director Dulles again: “The mili- 
tary establishlishment (Please turn to page 500) 
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INTEGRATED COMPANIES 
with HIGH INVESTMENT STATUS 


By WARD GATES 


& True integration — vertical — horizontal — or circular — as compared 
with hodgepodge mergers and indiscriminate multi-industrial organi- 


zational divisions 


> Where sound yet dynamic management under long range planning 
builds soundly from raw material to consumer ... the part played by 


good financial brains ... 
pays off 


and the kind of product research that 


Weighing investment status of the individual companies — those 
meriting retention and consideration now 


N this era of almost indiscriminate corporate 
I expansion the headlines have been grabbed by 
those companies that just added almost any type of 
operation to their corporate structure. Whether it 
fits into the corporation’s basic business or not has 
been ignored in favor of acquisitions for tax pur- 
poses or other reasons incidental to the operation of 
the business. Often, in fact, investors have failed to 
consider whether or not the management of a tool 
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and die company, for example, was competent to 
run a computer business or a chemical subsidiary. 

The result has been a proliferation of companies 
that have become industrial hodge-podges, with 
divisions often completely unrelated to each other. 
The ultimate fate of these new industrial empires 
is yet to be decided—although many such indicate 
that the process is as likely to be the road to ruin 
as the road to riches. 
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It is interesting to note, however, that the most 
successful form of expansion in the past—the type 
that established some of our most awesome indus- 
trial giants—was a different one. In most cases, 
such as U.S. Steel and the many others in the accom- 
panying table, the pattern has been the vertical in- 
tegration of operations, with acquisitions designed 
to assure a smooth flow of production from the most 
asic raw materials right on through to the finished 
roduct. 

That this process has been successful needs no 
locumentation. Just a glance at the list indicates 
he power and profitability of these major American 
ndustrial complexes. 

It should be noted, however, that the list could be 
expanded considerably if we included other types 
if integration. The raw materials-through-finished- 
vroduct process is usually termed vertical integra- 
tion. There are two other types also worth men- 
‘tioning. The first is horizontal integration, or the 
‘control of various companies in the same stage of 
yroduction. The old Standard Oil of New Jersey, 
ind many of the utility holding companies are the 
vest illustrations. However, the Anti-trust Division 
f the Justice Department usually takes a dim view 
of this kind of integration. 

The other type, called circular integration, is 
fairly familiar, however, since it includes such com- 
panies as General Foods and General Motors. In 
this type of operation there is no control from the 
raw material stage, but the same productive or 
distributive processes are used for a varietv of 
products. For General Foods the same distribution 
channels sell everything from breakfast food to bev- 
erages. General Motors uses the same productive 
facilities for autos, trucks, household appliances and 
locomotives. 

In each case, however, the pattern is obvious. 
Integration is used to develop the most efficient pro- 
ductive process possible. The end result is better 
products and higher profitability for the companies. 

It is interesting to note that the American Tele- 
phone & Telegraph Company recently published a 
study which concluded that the most profitable com- 
panies contribute most to our national well being. 
The highly integrated companies listed in the table 
are among our most profitable and most efficient— 
and thus the most socially useful. 


Different Paths 


Not all integration stems from the same motives. 
Nevertheless, where it is accomplished it usually 
serves profitable ends. For example, U.S. Steel’s in- 
tegration is designed to assure a continuous flow 
of materials, with minimal interruptions, so that 
the end product—finished steel—will be produced 
cheaply and efficiently. By controlling everything 
from iron mines and coal mines through ship trans- 
portation and the coking ovens to the finished prod- 
uct, U.S. Steel is not at the mercy of individual 
suppliers who might serve as bottlenecks in the 
productive process. 

The major paper companies, on the other hand, 
such as International Paper and Crown Zellerbach 
have integrated in exactly the opposite direction. 
Both control enormous reserves of raw materials— 
in this case timber lands. Their integration has been 
designed to assure that there will always be a mar- 
ket and a use for these raw materials. Hence, both 
1960 


JULY 16, 


are large paper companies, lumber products suppliers, 
chemical operators, hardboard manufacturers and 
pulp suppliers. In effect, both companies are con- 
stantly seeking to expand the products to be derived 
from their basic reserves, sparing no expense to 
develop new products that will assure the complete 
use of the log from its lumber to the sulphide liquids 
it exudes in processing and the chips that fall in 
the cutting. 

Whatever the pattern, however, integration fo- 
ments bigness—and bigness usually is synonymous 
with profitability and industrial power. Moreover, 
integration may give rise to unplanned sources of 
profitability. U.S. Steel, for instance, developed a 
cement business as an outlet for its by-product 
limestone. Today, Universal Atlas Cement, a prin- 
cipal subsidiary of U.S. Steel, is the largest cement 
company in the country. 


The Integrated Companies 


The following descriptions of integrated compa- 
nies will illustrate the enormous scope of their 
operation and the efficiency and profitability derived. 

Ford Motor Co. is the only one of the big three car 
companies that is almost completely’ integrated. Of 
course, it does not produce all of its own tremendous 
requirements, but wholly owned subsidiaries turn 
out half of Ford’s steel needs, and a large portion 
of the iron and glass used in its cars. In addition, 
Ford manufactures all of its requirements for gaso- 
line engines and most of its body stampings, gener- 
ators and’ starters; and scores of other products 
ranging from bumpers to aluminum casters and 
ignition coils. 

The recent steel strike drove home in dramatic 
fashion the wisdom of this kind of operation. Ford 
with its own steel supplies was able to maintain 
production longer than any of the others except 
American Motors, enabling the Ford model to take 
the lead among all makes in 1959. 

Of perhaps greater importance is the fact that by 
virtue of integration Ford has repeatedly been able 
to compete effectively in the farm equipment field, 
and to bid successfully on defense contracts. By 
having all the facilities for production readily at 
hand the company has been able to move fast. know- 
ing that the trepidations of potential suppliers would 
not jeopardize its position. Lower and more accurate 
bies invariablv lead to contracts. 

International Nickel presents a contrast to Ford, 
but it serves to illustrate the method of integration 
employed by most of the major integrated metals 
companies including Aleoa and Anaconda. 

International Nickel is the largest producer of 
nickel in the world and ranks among the foremost 
copper companies. It owns the world’s largest re- 
serves of nickel ore and also maintains plants for 
the smelting of the metal and for the fabrication of 
virtually all types of nickel products. 

As with other basically raw materials producers, 
International Nickel’s primary purpose is to assure 
a steady demand for its basic output. Hence, its own 
fabricating plants serve two purposes. First, they 
turn out profitable products. And second, they dem- 
onstrate to industry that finished nickel can be 
processed efficiently and cheaply. 

To supplement this notion, International Nickel 
engages in an enormous research program to help 
potential customers find new and profitable uses for 
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Nature or Source of Raw Materials 


Aluminum Co. of Amaen se : ssaiclaniaeieeiceniaalache @iines bauxite ore from 2 mines, and various 


other mining and exploration operations. 


I icici ssicnasiinsiiciaineadinnhieaaaiaal Copper produced in U.S., Chile and Mexico. 


Corning Glass Works 


Zellerbach 


Crown 


Ford Motor 


Goodrich (B. F.) Co, 


International Nickel 


International Paper .. 


Johns-Manville 


Lehigh Portland Cement ................00000. 


Sears, Roebuck & Co. ........ccccccccesssceeees 


Also mines zinc, uranium and other metals. 
Co. purchases aluminum ore. 


Makes glass and ceramic products from basic 
materials. Important in research. 


.Owns extensive timber lands throughout the 
U.S. and Canada. In addition, subdivisions 
control large timber reserves and numerous 
parcels of improved and unimproved real 
estate. 


.Co, supplies about half of its steel (and glass) 
d 


Salient Data on Leading 





Manufacturing and Processing Facilities 





Operates more than 6 smelting, 16 fabricat- 


ing and other processing plants, facilities, etc., 
and power needs. 

Operates various refining and fabricating 
plants and subsidiaries, furnishing integration 
to semi-finished and finished products. 


Operates numerous plants. In addition, through 
affiliates and jointly-owned companies pro- 
duces other specialty products. 

Zellerbach owns many mills, paper converting 
plants, and lumber facilities, generally located 
near supplies. Virtually every facility or ma- 
terial needed for production is owned or 
controlled by the firm. 


Manufacturing facilities include plants for 





requirements, and depends upon some outsi 
equipment suppliers. Integration increasing. 
Owns rubber plantations 
man-made rubber plants 
petrochemical plants. 


in Liberia. Owns 
and jointly-owned 


Principal nickel-copper mineral lands and 
mines are in Northern Ontario and Manitoba, 
Canada. 


sisieleesibdiiteinandbaanada Timberland reserves total 21.9 million acres, 


74% of which are in Canada. Balance is in 
the southern section of the U.S. 


Owns Jeffrey Asbestos mine in Quebec, Can- 
ada. Also operates or developing 6 other 
bestos deposits in Canada. Owns other min- 





eral deposits in the U.S. 


...Company’s quarries and mineral reserves are 


sufficient to supply all plants for varying 
periods ranging from 65 to more than 250 
years (26,000 acres). 


Company manufactures some of its goods, 
including farm implements, paints and other 
lines. Sears also owns between 40% and 50% 
of voting stock of 23 companies, most of 
which are its suppliers. 


Produces crude oil through operating subsidi- 
aries in the U.S. and throughout the world. 
Domestic natural gas sold to pipe line compa- 
nies. Other basic materials derived from pe- 
troleum to manufacturing petrochemicals and 
other products. 


Produces virtually all types of materials found 
in steel. The integrated operations include the 
production of substantially all the iron ore 
and limestone, more than half of the coal and 
dolomite limestone, and part of the remain- 
ing materials used. 








gines, foundries, stamping, tr » 
tractors, glass and steel mills. 
Operates numerous plants in processing rub- 
ber and manufacturing finished and semi-fin- 
ished products. 
Operates 3 concentrator plants, 2 smelters, 1 
iron ore plant, 4 refining plants, 5 rolling 
mills and other processing locations. 


Annual production capacity is about 5.3 mil- 
lion tons, Company operates 23 mills in the 
U.S. and Canada, with other miscellaneous 
operations. 

Operates over 36 plants, mills, and manufac- 
turing locations in the U.S. and Canada and 
abroad for the plete pr ing of asbes- 
tos and other materials into many varied 
products and uses. 





Operates 14 plants with aggregate annual 
capacity of 31,240,000 barrels. 


Company owns 16 factories and has a finan- 
cial interest in 47 other manufacturing compa- 
nies which supply it with about one-fourth of 
its merchandise needs. 


The firm's manufacturing, servicing and proc- 
essing facilities are located throughout the 
free-world, Recently, 34% of consolidated net 
income came from operations in U.S. and 
Canada, 39% from Latin America, and 27% 
from the Eastern Hemisphere. 


Company’s facilities are heavily concentrated 
in the Northeastern United States. Subsidiaries 
own or lease iron ore properties in Lake Su- 
perior region and Venezuela. Divisions and 
affiliates are located throughout the U.S. 


el 
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nickel. In addition, the company has encouraged 
others to enter the field, recognizing that large in- 
dustrial users are seldom comfortable with only one 


major supplier. 


As a result of these efforts nickel is the most 
rapidly growing major metal. and International 
Nickel is the principal beneficiary. Its full-scale in- 
tegration, moreover, assures the maintenance of 
high profit levels. Last year, record sales of $457 
million, up from only $322 million in 1958, raised 
earnings to $2.92 per share compared with $1.45 
in the previous year. More improvement is looked 


for in 1960. 
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Standard Oil of New Jersey, probably the most ful- 
ly integrated among the oil companies, presents a 
truly enormous complex of industrial enterprises. 


Aside from the ownership of tremendous petroleum 


reserves throughout the world, Jersey maintains 
pipelines for bringing its oil out of fields; it operates 
the world’s largest tanker fleet—a fleet incidentally 
that is larger than the entire merchant marine ot 
many of the principal maritime nations of the world 
—it maintains refineries in most principal areas of 
the world, manufactures virtually every known petro- 
leum-based product, including a huge number of 


chemicals, and merchandises its own wares through 
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0 === - . | 
——~ Vertically integrated Companies 
— : 
Net Earnings Indicated | 
Products (Semi-finished or finished) Distribution and Merchandising Outlets Sales PerShare 1960 Recent Div, 
4 1959 1959 Div. Price Yield 
cat- . 
ote., Numerous finished or semi-finished products. Retail distribution is effected through inde- $ 858.5 $2.52 $1.20 83 1.4% 
75% of primary output is made into f-<bri- pendent dealers and jobbers. 
ing cated products. 
ion Manufactures practically every form of copper Anaconda Sales Co. sells in the U.S. to power 632.7 5.53 2.50 48 5.2 
products, also aluminum end products, A s:ze- plants, manufacturers and others all metals 
able processor of other metals. and metal products produced by Anaconda. 
igh Anaconda Export Co. sells abroad. 
ro- Makes electrical and electronic, consumer and Sales offices are maintained in major U.S. 204.9 3.57 1.62'2 176% 0.9 
technical glass products. Also items for mili- and Canadian cities and in Zurich, Switzer- 
ng tary and industrial uses. land. 
ed Company and its subsidiaries produce un- The company’s sales offices in principal U.S. 527.3 2.76 1.80 45% 4.0 
a bleaced groundwood, sulphite, and sulphate and Canadian cities serve all states, 6 Cana- 
or pulps, most of which it makes into paper, dian provinces, and 37 foreign countries. 
including newsprint and other printing papers. 
Various other paper-based products are pro- 
or duced. 
n, Derived 95% of 1959 sales from passenger Sales are effected through independent deal- 5,356.9 8.23 2.80 66 4.2 
cars, trucks and accessories. Balance from ers. 
>= farm equipment and defense work. 
- Principal products are tires, footwear and Retail distribution is effected through inde- 771.6 4.18 2.20 65'4 3.4 
other rubber items, chemicals, plastics, tex- pendent dealers and some 500 company-owned 
1 tiles, etc. stores and other outlets. 
g Manufacturing nickel and nickel alloy prod- Distribution is effected through normal industry 457.8 2.92 1.50 55% 2.7 
ucts, Monel metal fabricated products. Also channels. 
produces copper, gold, silver, rare and other 
" metals. 
Kraft paper and board, specialty papers, book Sales are made direct, through jobbers, and 1,030.2 6.21 3.00 99'2 «=3.0 
$ and bond papers. Newsprint production, dis- to other manufacturers. 
solving pulp for end products, etc. 
Output includes more than 400 lines of prod- Distribution is effected through four subsidi- 377.6 3.73 2.00 60% 3.3 
ucts from asbestos, Diversification now in- aries, selling J. M, products in the U.S., Can- 
cludes fiber glass, plastics, building materials, ada and other foreign countries. 
and many other new items. 
Manufactures cement for every type of con- District offices are maintained in 13 cities 100.6 2.24 1.00 30'2 3.3 
struction or industrial needs, under the name throughout the U.S. 
“Lehigh.” 
Through its factories and partly-owned units, Sells through 130 large and 300 medium-size 4,036.2 2.64 1.30 55's 2.4 
Sears manufactures a large number of items. department stores and 304 smaller units as 
Farm implements, paints, etc. included. well as 913 catalog sales offices. 
Company’s refineries, located near sources of Products are sold through Esso Standard Oil 7,910.7 2.91 2.25 4058 5.5 
crude production, turn out various grades of Co., The Carter Oil Co., and other smaller 
gasoline and petroleum products. Other activ- subsidiaries. Chemical products are marketed 
ities include the manufacture of gasoline by Enjay Co. Foreign marketing is conducted 
pumps, service stati quip t, fuel oil through subsidiaries. 
burners and chemical products made from 
| petroleum. 
U. S. Steel’s plants produce semi-finished and The firm's Supply Division operates warehouses 3,598.0 4.25 3.00 80 3.8 
finished steel—all in carbon grades and many from coast to coast stocked with all types of 
in stainless, alloy and high strength steels. steel. Its Union Supply Division has about 53 
Many related products are also manufactured, retail stores with various branches. The Oil 
including coal chemicals. Well Supply Division operates over 100 field 
i stores in the U.S. and Canada. 
— ———— = = = 











earnings growth will be slower in the next 


few 





a far-flung retail organization under the name Esso, 
Carter and Enjay. 

The recent troubles of the oil industry offer some 
disappointments to stockholders, but they pose no 
threat to Jersey’s dominant position in the industry. 
Moreover there is little chance that Jersey will drop 
out of the magic circle of the world’s biggest and 
most profitable companies. 

Results last year and so far this year indicate 
why. Despite a poor price structure, political diffi- 
culties and overproduction, Jersey, by virtue of its 
direct control of costs over all segments of its inte- 
grated business, was able to raise its earnings. True, 
1960 
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years, but there is little danger to the current divi- 
dend. Jersey is a mature company with a solid base. 
Despite some difficulties, it is a sound investment 
well worth holding. 


A Different Pattern 


The reader can hardly fail to notice that aside 
from Ford, almost all the companies in the list are 
associated with raw materials production. This 
should not be surprising as soon as one recognizes 
the basic function of integration. There are other 
exceptions to the pat- (Please turn to page 496) 
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TWO NEW PLANS 


eeeeee 





for MONETARY STABILITY 


(Each by an internationally known monetary authority 


—both see Gold as an Idée Fixe) 
By JACK BAME 


> Although having opposing philosophies — both authorities agree on the 
“irrationality” of gold as a monetary base today — that must at least 


be subordinated now 


> Plan by Dr. Robert Triffin — leading architect of the European Payments 
Union, a prime factor behind post-World War Il European recovery — 
presents a most practical blueprint for International Stabilization 

& While it might shock some — Dr. Milton Friedman’s Free Exchange-Free 
Trade Plan is thought-provoking and startling 


ECAUSE of the economic and political stress 

and strain in which we now find ourselves at 
home and around the world, monetary stability has 
become a matter of first importance to the United 
States. 

That something must be done to correct this dan- 
gerous situation is self-evident. And yet no basic 
steps have been taken to solve this serious problem 
and eliminate the hazards inherent in using gold as 
the backing for currency, when it has long since 
ceased to be a true measure of our wealth. Instead 
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of action we just continue to fiddle along, while our 


money managers shake in their boots on each new 
report that gold is leaving our country for far off 
shores. 

However, two advocates of money stability, both 
internationally known and respected as monetary ex- 
perts, have come up with new programs to help 
promote national and international monetary sta- 
bility, and each merits deep consideration. 

Dr. Milton Friedman, of the University of Chi- 
cago, is an advocate of greater reliance on the free 
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market mechanism, in general, with a minimum of 
government interference, both on the domestic and 
global levels. 

Dr. Robert Triffin, of Yale University, is a pro- 
ponent of the use of supra-national authorities to 
“manage” internationalized currency reserves. 

And yet what is worth noting is the fact that, 
while both men differ widely on economic philosophy 
and policy, they agree fully on the “Irrationality” of 
Gold and its inadequacy as a basis for a stable cur- 





rency under today’s conditions—being fully aware 
of the far-reaching significance of the economic 
warfare that makes change an essential for survival. 

However, loath as they may be to accept the situ- 
ation, they recognize that it is an undeniable fact 
that gold still continues to dominate, or at least play 
an important part in the monetary policies and atti- 
tudes of the various nations. Yet, paradoxically, it is 
this very preoccupation with the yellow metal that 
could ultimately lead to a loss of real tangible wealth 
and assets, especially in such countries as the U.S. 
and Britain. 

A decline in the value of, or collapse of key world 
currencies, such as the dollar or sterling, brought 
about by large scale movements of short term funds 
from one currency into another, and eventually all 
JULY 
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monetary units into gold—resulting from any num- 
ber of causes—would amount to a real world-wide 
catastrophe. 

While both Dr. Triffin and Dr. Friedman deal 
with this and other problems in different ways, both 
unhappily accept the limitations of the entrenchment 
of the yellow metal and the necessity to compromise 
with the gold complex that holds the world in thrall. 

Before we present their ideas and plans, it seems 
best to briefly trace the background of this per- 
sistent adherence to gold. 


The Gold Complex 


Gold has had a long history in man’s conscious- 
ness. The very first coins, consisting of approxi- 
mately three parts of gold and one part silver, were 
struck in Lydia way back, around 700 B.C. Its use 
as standard or basic money—into which credits are 
ultimately redeemable—has continued since the time 
of the Persian Empire, when Darius coined the gold 
“daric,” but, until the 19th Century, the yellow 
metal was not in sufficient supply to gain wide- 
spread use. 

The 1848 gold discoveries in California, followed 
by Canadian, South African, Alaskan and other new 
strikes and developments, increased the supply rap- 
idly and thus began the modern era of gold and its 
rule as the preferred medium of exchange through- 
out the world. 

People in many lands, the victims of currency 
mismanagement and monetary chaos, have devel- 
oped, over the centuries, a passion for hoarding gold 
to help conserve their assets, especially in such coun- 
tries as India and France. At present, the most 
widely quoted estimates of private gold hoards range 
from $8 billion to $13 billion, an amount which 
would add quite a bit to world liquidity if dis- 
hoarded. But no official pronouncements or mone- 
tary innovations and/or international cooperation 
are likely to lead to such an event. Therefore, cen- 
tral banks will continue to wish to hold gold, es- 
pecially those who have to demonstrate to their 
citizens, previous victims of currency collapses, that 
they are “protected” by an adequate gold reserve. 

This thinking is “fixed’’-—but does not mean that 
it must be the controlling influence governing the 
United States and international monetary policies. 
The world, and especially the U.S., have progressed 
too far, resource-wise and technologically, to permit 
a fear-induced desire for gold to throttle and clog 
orderly global economic growth. 

The Triffin Proposals 

Professor Triffin stresses a greater degree of in- 
ternational monetary cooperation and the creation 
of the equivalent of a World Central Bank, as a 
means for achieving expanding international trade 
and a stable financial system. His ideas merit, and 
are receiving the widest attention, as he was a lead- 
ing architect of the European Payments Union, 
which was one of the prime factors behind the post- 
World War II European recovery. 

He bases his thinking as to the need for a new 
global system for international payments on the 
premise: 

> 1) That gold has “long ceased to provide ade- 
quate amounts of international liquidity for an ex- 
panding world economy”—and 

> 2) “That since the maintenance of adequate 
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reserve levels will continue to depend on the growth 
in foreign exchange reserves ...a situation has been 
created that cannot fail to increase further and fur- 
ther the vulnerability of the world’s monetary sys- 
tem in the national currencies used as a reserve 
media—which, just or not, will depend on shifts in 
confidence in the currency of any nation. A repeti- 
tion of 1931, (the collapse of sterling and the ensuing 
international financial panic )—would, at some point, 
become well-nigh unavoidable.” 


usable as gold itself.” 

In essence, it is an extension into the international 
field of the essential principle underlying all national 
banking systems. The reserve balances built up by 
creditor countries would be utilized to extend cre‘it 
to others, while not reducing the liquidity of the 
creditor countries’ accounts, since balances could at 
any time be used to effect payments anywhere, with 
a guaranteed interconvertibility. 

Most important among Dr. Triffin’s specific proposals 


Triffin’s argument 
against the use of “key” 
national currencies (such 
as sterling and dollars) 
as international reserves, 
leads into his proposal for 
adjustment in the world 
monetary system. to the 
point of internationalizing 
foreign exchange reserves. 

(His thinking necessar- 
ily conflicts with the non- 
intervention thesis of Dr. 
Friedman and the use of 


completely flexible ex- 
change rates since the 
most extreme proposals 


for flexible exchange rates 
would preclude buying or 
selling operations by the 
Central Bank, foreign ex- 
change markets would be 
left to the free forces of 
supply and demand, so that 
the question of monetary 
reserves would be nushed 
in the background.) 

Dr. Triffin obviously be- 
lieves that any resistance 
to deflation would nullifv 
or block anv stabilizing 
effects of the flexible rates. 
Even if appropriate mon- 
etary and fiscal policies 
were allowed to operate, 
Triffin believes that ex- 
change authorities are 
better equipped and moti- 
vated to intervene sys- 
tematically in exchange 
markets than private 
speculators. Moreover, he 
is opposed to maintaining 
unrealistic exchange lev- 
els at the cost of a con- 
stant reserve drain, ex- 
cessive foreign borrowing, 





ROBERT TRIFFIN . . . “In the absence of any specific planning 
and policies, the growing inadequacy of world reserves 
would be most likely to lead, within a relatively short span 
of years, to a new cycle of international deflation, devalua- 
tion and restrictions, as it did after 1929 .. . 

Far more comprehensive measures than those adopted so 
far remain necessary . . . The most promising line of ap- 
proach lies in the true “internationalization” of the 
foreign exchange component of the world’s international re- 
serves, protecting the world monetary system from the 
instability resulting from arbitrary shifts from one reserve 
currency into another or into gold. 

Such a solution should be regarded as the normal culmina- 
tion of one of the techniques used in the past .. . i.e., the 
gradual withdrawal of gold coin from active circulation, and 
its concentration into the monetary reserves of national 
central banks 

The most logical escape from all these (international 
monetary) difficulties is obvious enough, and would have 
been adopted long ago if it were not for the enormous 
difficulties involved in overcoming the forces of inertia 
and reaching agreements among several scores of countries 
on the multiple facets of a rational system of international 
money and credit creation. 

This is, of course, the only explanation for the survival of 
gold itself as the ultimate means of international monetary 
settlements. 

Nobody could ever have conceived of a more absurd waste 
of human resources than to dig gold in distant corners of 
the earth for the sole purpose of transporting it and re- 
burying it immediately afterwards in other deep holes, es- 
pecially excavated to receive it and heavily guardad to pro- 
tect it. 

The history of human institutions, however, has a logic 
of its own. Gold as a commodity enjoyed undoubted ad- 
vantages over other commodities that could alternatively be 
used as money, The substitution of debt or paper money for 
commodity money within each country’s national borders was 
a slow, gradual, and still recent phenomenon in world 
affairs. 

Its extension to the international sphere is even more 
recent and has also developed haphardly under the pressure 
of circumstances rather than as a rational act of creation 
on the part of any national or international authority. This 
explains the present, and totally irrational, use of national 
currencies as international reserves.” 


... from “THE RETURN TO CONVERTIBILITY 1926-31 
AND 1958-?” 
and “TOMORROW’S CONVERTIBILITY: AIMS AND MEANS OF 
INTERNATIONAL MONETARY POLICY” 


Banca Nazionale del Lavoro Quarterly Review, March, June 1959 











are: 

> 1) The net lending 
of the Fund over any yea) 
would be limited to an 
amount, which, when add- 
ed to the current increase 
in the world’s monetary 
stock of gold, would raise 
total world reserves by 
about 3% to 5% a year. 

> 2) Fund earnings on 
its own loans and invest- 
ments would be distrib- 
uted among members on a 
pro-rata basis for  bal- 
ances held in the organi- 
zation. Recognizing the 
“Gold Complex,” balances 
would be expressed in 
terms of a gold unit, so 
there would be no “for- 
eign exchange” risk, and 
could be counted on by 
each country as part of 
its own reserve or gold 
cover requirements. Mem- 
bers would be initially re- 
quired to hold, in the form 
of Fund deposits, about 
20% of their gross mone- 
tary reserves, to be in- 
creased annually by 20% 
on new additions to a 
member’s gross reserves. 
Three types of assets 
would be initially eligible 
for transfer to the Fund 
@1) net creditor claims 
previously accumulated on 
the Fund, @ 2) liquid or 
semi-liquid foreign  ex- 
change holdings, such as 
dollar and sterling bal- 
ances—gold. 

& 3) Remaining for- 
eign exchange reserves 
would eventually be con- 


and trade and exchange restrictions. Triffin concen- 
trates rather on the maintenance of adequate re- 
serve levels, net dependent primarily upon new gold 
supply and undue expansion of short term indebted- 
ness, which puts unnecessary pressure on the key 
currency countries. 

He proposes the internationalizing of current In- 
ternational Monetary Fund balances of all member 
countries. The lending capacity of the Fund would 
subsequently depend on normal accumulation by 
members as part of their monetary reserves in the 
form of IMF balances, “as fully and internationally 
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verted to internationalized fund balances. Holders 
of these deposits or balances could claim gold from 
the Fund only if they could have done so from the 
country with which they had credit balances pre- 
viously, Only moderate-sized working balances in 
key currencies might be eventually held outside 
Fund deposits. 

& 4) To safeguard the Fund’s liquidity against 
excessively large conversions of excess deposits into 
gold, @1) either medium-term gold certificates 
would be issued, with a higher interest rate than 
liquid Fund deposits receive, payable either in gold 
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y in excess fund deposits; @ 2) the deposit require- 


ment would be raised from 20% up to 30%; @3) 


x higher deposit requirements would be imposed 
for that part of each member’s reserves when it 
xxceeds the world’s ratio of monetary gold to im- 
orts. 

& 5) Advances would be based on agreement be- 
ween the Fund and the member as to maturity of 
he loan, proper economic and financial policies to 
e followed (as is now the case with the IMF), plus 
verdraft facilities for 


and credit operations within agreed limits. Dr. Triffin 
stresses that this procedure (monetary integration) 
is an ultimate goal, which must be approached ex- 
tremely carefully and gradually. 
The Friedman Plan 
The basic premise around which Dr. Friedman’: 
thought revolves is confidence and respect for the 
free market mechanism, private initiative and en- 
terprise. The main objection to his proposals are 
that they seem to be based 





1odest amounts of addi- 
onal assistance, to be re- 


ewed at frequent inter- MERTON FRIEDMAN . . 


. “Only a cultural lag leads us to still 
think of gold as the central element in our monetary system. his 


on a rather unrealistic ap- 
praisal of the present 
world situation, and on 
view that the free 


als. 
European Aspects 

Triffin admits, however, 
hat what might actually 
e agreed to would more 
kely be a compromise 
short of his proposed 
roals and procedures, and 
would be accepted by 
smaller groups (such as 
Che Organization for Eu- 
‘opean Economic Corpo- 
‘ation and the Common 
Market), which are more 
‘losely interdependent on 
yne another. He goes on 
to apply his global tech- 
niques to more specific 
regional agreements for 
Europe, such as: @ (1) a 
Clearing House for pres- 
ent European Monetary 
Agreement countries, cen- 
tralizing all payments 
mong their separate Cen- 
ral Banks by debiting 
ind crediting accounts of 
‘ach with the Clearing 
House. The unit of ac- 
count would be either a 
gold unit or a_ specially 
created one, equivalent to 
a form of exchange guar- 
antee; @ (2) a European 
Community Reserve Fund 
for mutual credit assist- 
ance (a similar organiza- 
tion has since been cre- 
ated by Common Market 
countries) and for fuller 
integration of bloc mone- 
tary policies; @ (3) an 





A more accurate description of the role of gold in U. S. 
policy is that it is primarily a commodity, whose price is 
supported, like wheat or other agricultural products, rather 
than the key to our monetary system. 


Our price support system differs in three important respects 
from our price support program for wheat: first, we pay the 
support price to foreign as well as domestic producers; sec- 
ond, we sell freely at the support price only to foreign 
purchasers and not to domestic; third, and this is one im 
portant relic of the monetary role of gold, the Treasury is 
authorized to create money to pay for gold it buys, so that 
expenditures for the purchase of gold do not appear in the 
budget and the sums required need not be explicitly ap 
propriated by Congress 


Gold has one additional role. The Reserve System is re- 
quired by law to keep a reserve in gold equal to 25% of 
its liabilities for Federal Reserves notes and deposits. 

Present reserves are well above this level But if they 
should approach the 25% limit, it seems likely that the limit 
would be changed rather than the reserve position being 
allowed to force a monetary deflation not otherwise wel 
come and this is certainly the desirable course of events 
Hence, even os a monetary reserve, gold is primarily o 
symbol... 


From our point of view, the aold in Fort Knox is serving no 
productive function; we use it for neither food, nor clothing, 
nor housing. The goods that foreign countries might take 
instead are contributing to our welfare. In consequence, it 
is very much to our interest to have foreign aid take the 
form of export of gold rather than of goods . 


1 see little justification for continuing our present gold 
policy. We are not prepared, and in my view rightly, to 
permit gold flows to dominate internal monetary policy . . . 
and it is hard to see why gold is a commodity whose price 
we should support. 


The chief gold producing countries are South Africa, 
Canada and the U.S.S.R.: none is a country that we have felt 
it important to assist by economic aid; if we did want to 
assist them, it would be cheaper and more effective to do 
so by direct grants of aid; and this is certainly the case 
for gold mining interests in our own country.” 


from “A PROGRAM FOR MONETARY STABILITY 
M. Friedman 








market will “do the job” 
best, other things being 
equal — which they ar 
not. Money management 
is here to stay, and a key 
country cannot afford to 
risk depending on “free” 
supply and demand forces, 
while other countries 
plan to manipulate in the 
same markets, thus negat- 
ing any possible condition 
of “normalcy.” 

First, concerning inter- 
national monetary rela- 
tions, the Friedman pro- 
gram calls for the adop- 
tion of variable exchange 
rates, determined by mar- 
ket forces. This would 
entail that the U.S. re- 
frain from setting official 
exchange rates between 
the dollar and other cur- 
rencies, and the absence 
of government speculation 
or manipulation in ex- 
change markets, in a set- 
up roughly based on the 
present Canadian fluctuat- 
ing rate system. 

Along with this, he 
would have the U.S. stop 
its present policy of buy- 
ing and selling gold, based 
on the $35.00 per ounce 
fixed price and allow the 
gold price to be set by the 
world’s free markets. This 
move would be unrealis- 
tic, as the “world’s free 
markets” are not and will 


not be “free”. He would eliminate the domestic 25 


eventual, but certainly not premature, creation of a 
single European Economic Community currency. 
This would evolve through the wider use of the 
Clearing House “unit of account” in all transac- 
tions: to be followed by the adoption of basic indi- 
vidual national monetary units, identical in value 
but with an intercirculation privilege throughout 
the Eurepean nations involved. 

Finally, outstanding assets and liabilities of the 
central banks involved would be nominally trans- 
ferred to a joint European Monetary Authority, 
with each national bank managing its own money 
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legal gold reserve requirements against the liabil- 
ities of the Federal Reserve System, a step which 
a leading New York banker has also suggested 
recently. 

If these moves are not made, according to Fried- 
man, and the gold drain from the U.S. continues, 
we will be forced to choose from the undesirable 
alternatives of: ® 1) raising the price of gold, 
which would increase the present cost of the “gold- 
support” program (referred to in spotlighted 
quotation) ; ® 2) restrict (Please turn to page 492) 
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PATIENCE with Cuba’s Fidel Castro, having worn 
thin, economic sanctions against the island republic 
are getting careful study. We have filed a stiff memo- 


randum of Inter-American 


complaint with the 








WASHINGTON SEES: 


Sen. J. William Fullbright (D., Ark.), Chairman 
of the Senate Foreign Relations Committee, has 
compounded any damage to our prestige abroad 
which may stem from the Administration’s han- 
dling of the U-2 spy plane incident. At the same 
time, he handed our Cornmunist adverseries, “on 
a gold tray,” propaganda material of incalcu- 
lable value to them in their cold war of vilifica- 
tion of this country and its ideals. 

Conceding ineptitude in our handling of the 
incident, especially those off-the-cuff statements 
emanating from Administration sources when the 
plane was reported lost, before the Russian an- 
nouncement that they had shot it down, through 
to the President’s public acceptance of responsi- 
bility, highly placed Democrats and Republicans 
are agreed that Sen. Fullbright would have better 
served his country had be refrained from speak- 
ing beyond the formal Committee report. 

For a man of the Senator's stature, and with 
his knowledge of foreign affairs, to openly de- 
clare the Administration guilty of “bumbling and 
stumbling,” was reprehensible. Moreover, he 
made this attack although fully aware of the 
aims of the International Communist Conspiracy 
to destroy the United States — to further neutral- 
ism among the nations — and upset the delicate 
balance between this country and our allies. 

Certainly the Senator as a politician was fully 
aware that actually little was expected from the 
Summit Meeting because President Eisenhower 
could not commit an incoming Administration to 
many of his decisions. Khrushchev was just as 
aware of it, and in humiliating the President was 
counting on the partisanship of an Election Year 
to play into his hands — which is exactly what 
Senator Fullbright did. 
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BY “VERITAS” 


Peace Committee of the Organization of American 
States, detailing the bearded dictator’s insults, sei- 
zures of American-owned properties, etc., asserting 
that he threatens the serenity of the entire Carib- 
bean area. OAS procedures will be time-consuming. 
In the end, Castro may be defiant. If this proves 
true, unilateral economic sanctions would be our 
most powerful weapon, short of armed intervention, 
to recover seized American properties. We have hit 
hard through restriction (even elimination) of 
sugar imports. while an absolute embargo on all 
shipments to Cuba could, according to experts here, 
bring about a more reasonable attitude toward this 
country. Castro lacks the technical skill, the tech- 
nicians and replacement parts to long operate 
seized American industrial installations. These are 
things he would have to buy elsewhere with some- 
thing more solid than a rapidly depreciating cur- 
rency. Meanwhile, Castro desperately hunts tankers 
to bring in Russian crude oil amounting to about 
one-fourth his requirements. 


DIPLOMACY, of the top-level personal variety, seems 
te be “out the window,” but that doesn’t mean we 
will “stay at home.” It is a certainty that the Presi- 
dent and the Vice President—our two best good will 
ambassadors — will refrain from foreign travels 
for the remainder of this Presidential term. That, 
however, does not bar careful selection of oustand- 
ing Puerto Ricans for “selling” jobs in Latin Amer- 
ica, while there is also consideration of enlisting 
Liberian co-operation in selling the U. S. brand of 
Democracy to the newly independent countries oi 
Africa, many of which are on the travel schedule 
of Nikita Khrushchev during the next few months. 
Also, there is the possibility we will send a delega- 
tion, headed by someone of Cabinet rank, to Chile 
to survey that country’s needs in the wake of its 
series of natural disasters. This move may be on 
the “must” list to strengthen Latin American re- 
lations. Not generally realized, is South American 
resentment of our generous and substantial aid to 
nations of the Old World —even of doubtful worth— 
while some of our neighbors to the South struggle 
along in a state of almost abject poverty. 
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New Defense Spending Will Not Be Felt Soon. Although Congress 





upped the President's Defense Budget by approximately 





$650 million, it will be several months before industry 





begins to get orders and contracts. Outstanding in the 
final appropriation measure was addition of $285 million 











to the $85 million budgeted for research and development of 
the high altitude, super-sonic B—70 bomber (forecast here 








several weeks ago). This does mean immediate production 
and assembly line schedules. Congress can appropriate for 














a specific program, but the Administration is not 





compelled to spend for it. The President's present views 





on the B-70 are not clearly known, but it is significant that 
he initially requested only $85 million. As for the 
conventional aircraft carrier, plans and specifications 








will be time — consuming, thus delaying any letting of the 

















will be felt relatively early. This 
appropriation, by the way, could also be used 
to speed up the Midas and Discoverer 
satellites as well as the Minuteman missile. 


Federal Trade Commission Will Try To Double Its 
Activities. In fiscal year ended June 30, FIC 
boosted by 24% its 1959 record in numbers of 
complaints and orders against illegal 
business practices. Armed with a stepped — up 
appropriation for this fiscal year, 
Commission insiders are certain they can 
double the 1960 record. Deceptive practices 
will account for a major portion of the 
Commission's activities — about double its 
moves against monopolies. 





























Republican Vice Presidential Nominee—Who will 





President Nixon will get the No. 1 spot, 
consequently will have the major voice in 
selection of a running mate. Prominently 
mentioned is Labor Secretary James P. 
Mitchell. Big-wigs of organized labor would 
not like him, but he would pull in much of the 
rank—and-—file vote. Lately, however, Sen. 
Hugh Scott of Pennsylvania has been in 
frequent consultation with Nixon and for 
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Administration's prime trouble-shooters. He 
is an aStute politician, able 
parliamentarian and versatile orator. Gov. 
Nelson Rockefeller is "in Dutch" with the 
GOP high command, as is Sen. Barry Goldwater 
of Arizona. 








Will A Recession Materialize? Washington 
opinion is divided, but there is more 
optimism than pessimism. Gross National 
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contract. The $84 million increase over the budget request 
to speed up the Air Force's Samos 


(spy-in—the-sky) satellite 


Product is expected to rise about $15 
billion; experts see steel production 
(despite present current lag) at 115 million 
tons, just two million short of the 1955 
record of 117 million; construction may Sag 
as much as 2% with declines in private 
residential, public school buildings and 
highways ; automobile production may reach 
6.7 million (best year since 1955), with 
more than one-fourth in compacts; interest 
rates are expected to move downward ; 
aerospace industries seem in a state of 
flux, but may get a boost from upped Defense 
appropriations. In summary, expanding 
factors are expected to exceed those of a 
contractive nature. 


















































Veto Message Too Tough. President 
Eisenhower's veto of the Federal pay raise 
bill was too tough according to Capitol Hill 
insiders — on the Senate Side. It was a 
foregone conclusion that the House would 
override in an election year but, at the 
outset, there was the reasonable 
possibility that the Senate, often more 
fiscally prudent than the House, would 
sustain the President and back a new bill 
more in line with his wishes. Prior to 
Sending up his veto message, Mr. Eisenhower 
went over it with GOP leaders on Capitol 
Hill. He was cautioned that it was too tough 
with such terms as “height of fiscal 
irresponsibility." A more temperate 
message was suggested, but the President's 
Sincere convictions would not let him say 
other than what he did. It is considered the 
opinion in Washington that a softer 
rejection of the measure would have obtained 
Senate support. 
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Treasury Department Wakes Up. As House Ways 
& Means Committee prepares for a revision and 
simplification of the hodgepodge Internal 
Revenue Code, Treasury finally decides to 
explore the problem of depreciation 
allowances for income tax purposes — long a 
distinct drag on business and industrial 
expansion. Using a fixed schedule dating 
back to about 1933, the problem of 
depreciation allowances is totally 
unrealistic in this age of rapid equipment 
obsolescence because of new inventions and 
the depreciated dollar. Treasury is 
"exploring" through thousands of 
Statistical questionnaires sent to 
manufacturing, non-manufacturing and 
utility companies. In the meanwhile, Ways 
& Means is well aware of the problem, intends 
to abandon the old schedule in favor of more 
flexible handling. 


























Japanese Situation Still Cause For Uneasiness. 
New elections in the Land of the Rising Sun 
are not far off, with the possibility that 
Hayato Ikeda, present Minister of 
International Trade and Industry, will be the 
new Premier. He is friendly to the United 
States and has a firm grasp of Nippon's 
dependence on this country in the trade area. 
In the offing, however, there are always 
those who fear that he will not be able to 
restrain the more radical elements of his 
nation, that Japan conceivably could swing 
far left under pressures from a noisy 
minority. In fact, supporting their theory 
(or fear) is the fact that Adolph Hitler, with 
an even smaller belligerent minority, was 
able to "take over" Germany — forgetting of 
course that President Hindenburg was 90 
years old and that the industrialists had 
Some fish to fry of their own and were backing 
Hitler, adding to his strength. 
























































Reckless Post-Convention Session of Congress? 
Beyond question, Democratic majority will 
indulge in reckless legislation of a welfare 





his GOP opponent Governor John E. Davis for 
the Senate, his showing in a State where 
Democratic candidates for the past 25 years 
or so have gotten as little as 25% of the 
total vote may denote wide grain state 
dissatisfaction with the farm policies of 
Agriculture Secretary Ezra T. Benson — may 
necessitate a new farm plank in the 
Republican platform. 














Taft-Hartley — Amendment to Lessen Restrictions 
on Secondary Boycotts Will Not Be Passed After Recess. 
The so—called Kennedy—Thompson amendment 
which would allow picketing of non—union 
work on an otherwise all union construction 
project will remain bottled up in the House 
Rules Committee where Southern Democrats 
and conservative Republicans are in command. 
Despite Congressional tendencies to 
legislate liberally in a campaign year, 
proponents of the meaSure lack the strength 
to discharge the Committee by petition. 


Government Corporations To Get Congressional 
Going-Over Next Year. They now number 731, all 
in competition with private enterprise and 
requiring direct appropriations of over $25 
billion annually. A ranking member of House 
Ways & Means Committee estimates disposal of 
these corporations, at even one-fifth their 
estimated book value of $250 billion, 
could materially reduce the Federal debt and 
afford substantial income tax reductions 
for individuals and business alike. He is 
not yet ready to unveil his proposals, but is 
confident the transition could take place in 
three to four years, and stresses that the 
government set-ups produce nothing that 
private enterprise, with whom they compete 
tax-free, could not produce without cost to 
the taxpayers. Other Members of Congress, 
including Senate Finance Committee 
Chairman Harry F. Byrd (D., Va.) have long 
been critical of the government 
corporations, their cost of maintenance and 
direct competition with private enterprise, 


















































State nature — liberal medical care for the 
aged, a whopping aid—to—education program, 





but it now seems probable that something 
will be "done about it." 








etc. The President no doubt will exercise 
his veto powers but, can he make his vetos 
stick in a campaign year? 








North Dakota Upset Stemmed Directly From 
Dislike of Benson's Farm Policies. This is privately 
admitted by top figures in the Republican 
Party. Although Rep. Quentin Burdick, 
Democrat, won by a very narrow margin over 
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Congress, in thumb-nail summary, 
seems to have failed during the Jan.-July 
Session. On three issues, that is. It did 
not decide if the U.S. will (1) live within 
its income or rely on deficit spending (2) 
repair its lagging defense in the missile 
field and (3) save the nation from the 
wasteful, profligate farm program. 


THE MAGAZINE OF WALL STREET 

















BANK STOCKS at MID-YEAR 








By PAUL J. MAYNARD 


® Comparing the position of the New York banks 
with those in other parts of the country 

& Bank stocks as investments—which have the strong- 
est appeal looking to 1961 


ID-YEAR 1960 finds the banks generally eqaul- 

ling or exceeding the most optimistic estimates 
of earnings made late in 1959. For the major New 
York City banks net operating earnings for the 
first half of 1960 increased more than 23% above 
the first half of 1959. While the last six months of 
1960 are not expected to produce as large percentage 
gains as were recorded in the first half, there is 
little doubt that bank earnings are headed for new 
record high levels this year, perhaps as much as 
15% more than last year. In spite of the improve- 
ment in earnings and earnings prospects, however, 
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the market performance of bank stocks this year 
has been poor. For example, recent quotation of the 
major New York City bank stocks show an average 
decline of about 15% from their 1960 highs which 
were reached early in January. 

The principal reason for the relatively unsatis- 
factory market performance of bank stocks this year 
apparently is that, while many investors recognize 
that earnings gains for banks will be good in 1960, 
they fear that results for 1961 may be adversely af- 
fecied by declining interest rates. The leveling off 
of the rate of business activity this year, and the 
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action of the Federal Reserve Authorities in easing 
credit (chiefly by reducing the rediscount rate from 
4% to 314% and giving the banks more free re- 
serves), have been interpreted as forerunners of a 
possible decline in the prime lending rate from its 
current level of 5% to a rate of possibly 444%. 

To date the prime lending rate has not been re- 
duced from the 5% level to which it was raised in 
September 1959. Whether or not it will be reduced 
will be determined in large measure by the trend of 
general business conditions during the balance of 
1960 and into 1961. If business goes into a slump, 
the demand for bank credit may be expected to de- 
cline and the prime rate may then be reduced. How- 
ever, if there is any acceleration in the rate of busi- 
ness activity during the last half of 1960 the 5% 
prime rate probably will hold. 

The principal reasons 


Another favorable element for the banks as money 
rates decline, is that in such a period bond prices 
tend to rise. Thus, instead of the large losses in 
portfolio transactions which accompanied the rise 
in interest rates in 1959, the banks might have se- 
curity profits on balance this year. 

The rise in bank earnings this year along with 
the decline in prices of bank stocks has resulted in 
a decline in the price-earnings ratio for this group 
of stocks from over 14 times to around 12.5 times. 
If this ratio were calculated on the basis of esti- 
mated net operating earnings for the full year 1960 
it would be about 11 times for the New York City 
banks. This is a low rate of capitalization of earn- 
ings—especially when compared to a 17-18 times 
earnings ratio for utility operating company stocks. 

Over the past ten years 











why the prime rate has 
held to date in spite of the 
reduction in the rediscount 
rate, are because the banks 
are relatively fully loaned 
up and because the volume 
of bank loans has not ex- 
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perienced its normal sea- a 
sonal decline so far this ee 
year. For example, at a fig- REE 
ure of  $10,636,000,000, --~- enaaaaemaeae 
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% Increase 1950-June 1960 


the average price earnings 
ratio for New York City 
bank stocks has been ap- 
proximately 14 times. Pres- 
ent modest capitalization 





were actually $6 million 


greater than they were at * June 22. 








Leading Cities New York City rates suggest that current 
on yes market prices for this 
30,797 10,991 group of equities are al- 
ve 31,801 11,699 ready discounting a reduc- 
vw» 90,848 11,471 tion in the prime rate and 
~ se are anticipating a lower 
a. 23,380 8,530 level of earnings for 1961. 
ss 23,390 8,735 While the former is a dis- 
uw 21,592 7,933 : bility in view of 
17,839 6,305 tinct possibility in view o 
77.2% 68.7 % the drop in general interest 
rates the latter is by no 








the beginning of the year. 

Last year at the same date they had declined by $216 
million from January 1, 1959. As of June 30, 1960 
the average ratio of loans to deposits for the major 
New York City banks was over 60%. 

If the prime rate is reduced later this year, the 
effect on bank earnings may be expected to be 
gradual. This is because any changes in rate are 
made only on new or renewed loans. Term loans 
have come to play an important role in bank lending 
operations, and the existence of such loans, with 
maturities in excess of one year, further increases 
the lag between any reduction in lending rates and 
its eventual reflection in earnings. 


Favorable also Unfavorable Investment Factors 


It should be noted that a declining level of in- 
terest rates, provided it does not go too far and con- 
tinue too long, might involve some favorable as well 
as unfavorable elements with respect to bank earn- 
ings and prospects for bank stocks. Chief among 
these favorable, or counter-balancing factors is the 
tendency for deposits and earning assets to rise as 
tightness in the money markets gives way to ease. 
For example, as interest rates declined in the first 
half of 1958 the earning assets of New York City 
banks increased from $24 billion at the start of the 
year to $27 billion on June 30, 1958. This evolved as 
a result of reductions in reserve requirements and 
from open market purchases of U.S. Government 
Bonds by the Federal Reserve. 
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means a certainty. 


The Similarity and Points of Difference 
Between New York and Other Banks 


In any discussion of bank stocks it is necessary 
to differentiate between equities of banks in New 
York City and those in other major cities. While 
there are many points of similarity between the two 
groups, there are also a number of important dif- 
ferences. Chief among the differences are the fol- 
lowing: 

1. Loans—New York City banks generally have 
a larger percentage of so-called “wholesale loans” 
or large loans to major corporations at the prime 
rate. Banks in other cities tend to make more “re- 
tail loans” to smaller borrowers at rates of interest 
substantially above the prime rate. 

2. Savings Accounts—Banks in New York City 
generally do not have as large a percentage of their 
deposits in interest bearing savings accounts as do 
the banks in other areas. For example, for New 
York City banks savings accounts average 15% to 
20% of deposits, while for some West Coast banks 
the ratio of savings deposits to the total may run 
from 40% to 50%. 

3. Growth potentials for banks in other areas 
such as the West Coast tend to be greater than those 
of the New York City banks. This arises from two 
causes. In the first place, population shifts and de- 
centralization trends in industry have tended to 
favor the West at the expense of the East. And sec- 
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Statistical Data on Leading Bank Stocks 





Total Deposits Loans & Discounts 


6/30 12/31 6/30 12/31 
} 1960 1959 1960 1959 
(Millions) 

Bank of America (San Fran.) ..... $10,095 $10,625 $6,662 $6,600 
Bank of New York .............cccccee0e 528 555 282 285 
Bankers Trust, New York .............. 2,754 2,703 1,698 1,581 
Chase, Manhattan, New York ..... 7,346 7,526 4,370 4,489 
Chemical Bank N. Y. Trust Co. ..... 3,558 3,711 2,293 2,222 
Crocker-Anglo National Bank ..... 1,583 1,657 1,004 972 
First National Bank of Boston ...... 1,585 1,607 996 961 
First National of Chicago ............ 2,575 2,708 1,643 1,586 
First National City Bank, N.Y. ...... 7,292 7,235" 4,274 4,420" 
First Penna. Banking & Trust ........ 1,026 1,069 640 587 
Hanover Bank, New York ............. 1,591 1,587 974 940 
Irving Trust, New York ................ 1,647 1,674 921 952 
Manufacturers Trust, New York .... 2,998 3,046 1,442 1,515 
Mellon National Pittsburgh .......... 1,803 1,753 1,072 1,049 
Morgan Guaranty Trust, N. Y. ..... 3,404 3,363 2,161 2,260 
Philadelphia National ................... 946 979 524 457 
Security-First Nat'l. Los Angeles ... 3,143 3,216 1,615 1,553 
Wells Fargo Bank American Trust 2,300 2,384 1,374 1,327 





1__Plus stock. 


*—_Net operating or indicated earnings. 
2—Combined Bank & 


| 
U.S. Gov't Per Earnings 
Securities Share Per Share * Indicated Recent Divi- 
6/31 12/31 Bank 12 Mos. Calender Current Bid dend | 
1960 1959 Value Ended Year Dividend Price Yield | 
6/30/60 6/30/60 1959 
$1,432 $1,796 $25.32 $3.54 $3.37 $1.90 445s 4.26% | 
72 93 206.68 22.98 20.59 12.00 305 3.93 | 
407 440 3544 3.89 3.40 1.72 45% 3.79 | 
1,125 1,052 50.03 5.35 4.81 2.40! 59% 4.04 | 
410 457 47.77 4.72 4.60 2.40 55\4 4.34 | 
366 397: 23.95 2.79 2.56 1.20 3378 3.54 
257 340 57.73 6.24 5.83 3.00 68's 4.40 
531 621 45.51 + 5.10 1.60 65 2.46 
1,280 1,1082 63.49 6.06 5.66 3.00! 77% 3.35 
122 150 + + 4.32 2.30! 47 4.89 
288 261 4,042 3.98 3.53 2.00 467 4.27 | 
263 337-2751 3.33 2.89 1.60! 37% 425 | 
594 596 4720 504 469 240 55% 430 | 
396 348 §=113.25 9.50 8.94 4.00! 135 2.9% | 
740 440 87,051 6.76 5.86 4.00 100 4.00 | 
169 171 + + 3.17 2.00 42 4.76 | 
910 1,024 t 4.42 3.99 1.60 59'2 2.69 | 
492 573. 39.59 4.40 4.12 1.60! 55% 288 | 
*—Not available at time of going to press. : 
Trust Co. 




















ndly, the state-wide branching powers available to 
West Coast banks gives them wider areas in which 
o expand. 

4. New York City banks on the average have more 
‘apital in relation to their deposits and loans than 
io the banks in other cities. This may be due, in 
art at least, to the fact that the more rapid growth 
f the interior banks tends to cause their liabilities 
o outrun their rate of growth of capital. The nar- 
ower margins of capital of the interior banks makes 
them more conservative in their cash dividend pay- 
ments as a percentage of earnings. It also makes 
them more frequent raisers of additional capital 
through subscription offerings to shareholders. 

5. International banking business is a more im- 
portant part of the total for many New York City 
banks than it is for banks in other parts of the 
country. Recent increases in the emphasis on foreign 
trade have been relatively more helpful to New 
York City banks than to banks in other cities. 

6. A final difference between New York City bank 
stocks and equities of the interior banks is in mar- 
ketability. Generally the New York City bank 
stocks have broader markets than do those of the 
interior banks. In other words, it is easier to buy 
and sell blocks of the New York bank stocks than 
it is to buy and sell blocks of the stock of interior 
banks. 

After having examined the foregoing differences 
between New York City bank stocks and stocks of 
banks in other parts of the country it is easier to un- 
derstand some of the present cross-currents which 
are influencing the two stock groups in different 
ways. On balance, market prices of the New York 
City banks have declined more to date in 1960 than 
have the prices of stocks of banks in other parts of 
the country. This may be attributable in part to the 
belief that a decline in the prime lending rate would 
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have a greater effect on earnings of New York banks 
than on earnings of the interior banks. Further- 
more, a reduction in interest rates might remove 
the pressure on banks with substantial amounts of 
savings deposits to increase the rate of interest pay- 
able on such deposits. , 

It may be pointed out, however, that at the pres- 
ent time several factors which may prove beneficial 
to the New York banks are either present or are in 
sight. Some of these are listed below: 

®&> New Banking Bill—The enactment of the 
Omnibus Banking Bill by the last session of the New 
York State Legislature has opened up the possibility 
for New York City banks to expand into the rapidly 
growing suburban counties of Nassau and West- 
chester. The five major New York City banks which 
have large branch systems in the city have already 
given indications that they will take advantage of 
the new law which became effective July 1, 1960. 

First National City Bank has acquired land in 
Westchester County on which to build a branch and 
has made application for branches in both West- 
chester and Nassau. 

Bankers Trust has received permission to create 
authorized but unissued shares of its stock to use 
to buy local bank stocks. 

Manufacturers Trust Company has made appli- 
sation for a similar stock authorization plan and also 
has applications for branches filed. 

Chemical Bank New York Trust Company and 
Chase Manhattan Bank also have announced their 
intention to open branches in Nassau ad West- 
chester if their applications are approved. 

&> Reserve Requirements—Under the terms of a 
law enacted in 1959 a reduction in reserve require- 
ments of banks in New York City and in Chicago 
may be lowered. This law provides, among other 
things, that by no (Please turn to page 494) 
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WHAT NOW 


—for COMPANIES that RAISED 
or CUT DIVIDENDS THIS YEAR? 


By ROBERT HOLLAND LONGLEY 


& Companies that can maintain and increase their 
dividends—where they cannot—dividend casual- 
ties in the making—and the reasons why 


IVIDEND payments in 1960 may run as high 

as 9% above last year. The total figure, how- 
ever, will mask some wide variations in company 
performance. In June, for example, only 77 compa- 
nies increased their payments, compared with 82 a 
year earlier. Extra dividend payments came to only 
73 against 77 in 1959; and perhaps most signifi- 
cantly, 21 companies cut or omitted their dividends 
while only 17 were guilty of this investment sin a 
year ago. 

The above statistics point up the most important 
problem for investors. The aggregate figures may 
make for rosy economic predictions, but for the 
stockholder the important thing is how his company 
is faring, and how his own dividends come rolling 
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in. If he holds stock in one of the 21 companies that 
cut its payments, it is no consolation that overall 
disbursements throughout the economy are rising. 

For this reason, our current Mid-Year Reapprais- 
als timed with earnings reports and Dividend Fore- 
casts running through September will cover the 
individual companies in the various categories—to 
point up the position of each within its industry, and 
show whether they are moving ahead toward higher 
payments—lagging—or likely to become dividend 
casualties. The investor will thus have practical 
guidance in making his decisions as to whether to 
buy or sell, or to hold the securities he owns. 

In this article we cover a representative cross 
section of companies, with tables listing those which 
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have this year changed their dividend policies for 
better or for worse. An appraisal of why each action 
was taken should help investors spot the pattern for 
other companies, in a parallel position, and may 
help in determining whether the current dividend 
rate is secure. 


Some Doubts 


An interesting case in point is Hertz Corporation, 
which recently raised its quarterly payments to 30¢ 
from 25¢. In all probability this rate can be main- 
tained at the current level of earnings. But a recent 
development casts doubt on the ability of profits to 
rrow much in the near future, making it uncertain, 
it best, that additional increases will be forthcoming 
oon. 

What has happened, of course, is that the Su- 
preme Court has ruled that the type of depreciation 
ilowances taken by Hertz on its used cars can no 
longer be used. Consequently a good deal of the 
profit from the sale of cars that Hertz has been 
showing at the lower capital gain rate, will all but 
disappear. Moreover, any profit that does accrue 
from the sale of cars is likely to be taxed at the 
regular 52% corporate tax rate. The combination 
could make a big difference in Hertz’ profit picture, 
and hence in its dividend payments. 

In a completely different industry, Granite City 
Steel may also have difficulty bettering its 5¢ quar- 
terly dividend increase. The company has _ been 
highly successful in the last few years, reflecting 
its secure position in the St. Louis, Missouri area. 
However, last year’s big jump in earnings to $3.76 
per share from only $2.18 in 1959 can be traced to 
the simple fact that Granite City was not involved 
in the steel strike, and produced all through the 
period that idled the other companies. The better 
first quarter showing was due to the same reason. 

From here on out, however, the company cannot 
be assured of such special good fortune. Not only 
are the other mills operating, but they are turning 
out far less steel than their capacity calls for. 
Hence, they will not hesitate to compete in the St. 
Louis area, and make a strong bid for the business 
that Granite City has considered its own bailiwick. 

There is no concern that the present rate cannot 
be maintained. But increases will come harder from 
now on. 

The oil companies also present something of an 
enigma. Conditions in the industry are not good—a 
situation admitted by all experts both in and out of 
the field. Yet this year dividends have been increased 
by Gulf Oil, and Texaco. For Texaco the rise is a 
direct result of an increase in earnings to $5.85 
from $5.24 last year. But Gulf’s action followed a 
decline in earnings to $2.90 per share from $3.39. 

In each case, however, earnings rose in the first 
quarter indicating that for the major oil companies 
the present problems need not interfere with divi- 
dend policies. There are several reasons for this. 
But one of the most important is that the glut of oil 
in the world has reduced the need for expensive ex- 
ploration. And since these costs are usually charged 
against current operations, a lower level of ovtlays 
may mean higher profits. Consequently, it would not 
be surprising to see even more oil companies in- 
creasing their payments before the year is out. 
Having lost their growth aura, they may seek to 
bolster their status by using their huge cash income 
JULY 
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and reserves to better their investment standing. 
Solid Increases 


The companies already discussed fall into special 
categories. There are, however, several that in- 
creased their business for the simple reason that 
business is so good that larger outlays for stock- 
holders are warranted. 

Corn Products raised its earnings last year to 
$3.04 from $3.00 in 1958. Though not large, the 
increase was followed by an 80¢ first quarter against 
only 71¢ a year ago. Once it was established, there- 
fore, that the recent Best Foods acquisition would 
not be a temporary drag on the earnings growth 
trend, the company raised its payments. Interest- 
ingly, a good deal of the better performance in the 
first quarter can be traced to overseas operations— 
a factor which helped induce the company to take 
over Best. The new rate of $2.20 annually is ade- 
quately covered. It can also be expected that furthe 
increases will follow if the upward trend in earnings 
continues. 

Borden Co. also translated its continuing earnings 
progress into higher rewards for its shareholders. 
In the last four years Borden’s earnings have 
climbed steadily from $2.51 to $2.61 per share. 
Though not sensational the progress has been steady 
enough to warrant increases in dividends. This time 
the jump was a good one, from $1.20 annually to 
$1.50. 

With first quarter earnings of 55¢ compared to 
only 47¢ a year earlier, it is a safe bet that the 
company will at least maintain the present rate. 
Future increases also seem likely in view of the ever- 
widening product line of the company and its ability 
to reap increasing profits from these products. 


Consumer Companies in the Vanguard 


Corn Products and Borden’s point up an obvious 
conclusion that bears repeating again and again. In 
good times and bad the companies that invariably 
hold their own or better their positions, are those 
closely connected to basic consumer markets. People 
must eat, drink and clothe themselves regardless of 
economic conditions. And it is these major compa- 
nies that must provide the goods. Hence, as popula- 
tion continues to rise and as personal income scores 
one new record high after another, these corpora- 
tions continue to prosper. 

Another point in their favor is that their labor 
costs are relatively low, shielding them partly from 
the wage spiral. At the same time they benefit from 
the increased incomes of the average family as wage 
rates rise. 

A perusal of the accompanying table illustrates 
the point by the number of consumer goods compa- 
nies it contains. 

In addition to Corn Products and Borden’s, the 
list reveals Associated Dry Goods, a retail operator; 
Bristol Myers, one of the major producers of pro- 
prietary drugs; Coca-Cola, the major soft drink 
manufacturer; Federated Department Stores, one ~* 
the largest and most successful department store 
chains; Food Machinery & Chemical. which benefits 
directly from consumer spending through the in- 
creasing demand for canning and packaging ma- 
chinerv; General Foods, a major processor of cakes, 
hreakfast foods, delicacies and other food products; 
Great Atlantic & Pacific, the largest food chain: 
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Companies Reducing or Omitting Dividends in 1960 





























Net Earnings Ist Quarter ———Dividends—— Payments 1960 
Per Share Earnings Per Share Changed Recent Price 
Per Share Price Range 
1958 1959 1959 1960 1959 1960 + From To 
IID 5: ssschssininsitaciesisccentibalniints $ .83 $1.15 $ .03 $ .09 $ $ .15 $ .15 $ — 734 11%- 7% 
IN NI isiitssittsreininisnienneniic’ 1.48 4.31 1.05 39 1.80 1.00 35 25 2058 33%2-20 
American Metal Products .............. 1.21 1.40 -50 50 1.60 1.00 40Q 25Q 18% 287-18 
Curtiss-Wright ................00.. 1.71 .40 22 2.25 1.00 3712 .25 17% 31-162 
Douglas Aircraft ........ 8.86% d1.10 41.82 1.00 1.00 l 27% 4258-278 
Dresser Industries ...... oe 1.95 .38 47 1.80 1.20 .40 30 Q 20 3034-19% 
IID cciicavinasetecencersaninncin 1.01 .32 .23 05 : 05 I 94 13%- 8 
BING ie snnnsosirininsenevsiie 77 .33 05 .69 15 -1 15% 217%-12"% 
L.T.E. Circuit Breaker : 1.99 — 4.008 1.80 1.00 45 25 2334 4414-217% 
Rrealler Biba. Co... ............00scesserreres 1.35 1.75 .23 .08 1.00 .50 .25 -12'2 13% 20'4-13'2 
Monarch Machine Tool .................. 58 44 .08 18 1.20 .40 .30 10 122 19%-12% 
BIEN sssccccannicsnitiesnneibicetiiaeen 1.26 N.A. 1,235 835 40° - 10 1 2134 25 -14 
IIE TU soanncacnoicissninnsensseonseetin d.43 d.19 58 .03 10 - 10 -—l 15’ 20 -15%4 
EERE ER 1.50 .68 .27 22 70 5 1S -1 1458 16%4- 934 
I hee deatinatainineneleins .37 d1.99 d.15 .03 3 4 a 97% 15%4- 9% 
+—Based on latest dividend rate. 1__Action deferred at last dividend meeting. 
d—Deficit. 2—Plus stock. 
Q— Quarterly. 34% stock. 
N.A.—-Not available. 42% stock. 
59 mos. 12/31/1958 & 12/31/59. 


























National Biscuit, in the same league; Procter & Gam- 
ble, the largest soap and detergent maker; and 
Phillip Morris and American Tobacco, both aggres- 
sive major cigarette companies, 

The list is not strung out idly. For it represents 
the only cohesive group of companies that have 
raised their payments this year. Moreover, these are 
the only types of companies that have managed to 
increase their profit margins, as a group, in a period 
that has witnessed steady deterioration of net earn- 
ings per dollar of sales for most industries. 

In almost all other cases the increases or resump- 
tions stem from particular conditions affecting the 
company. Conditions that may or may not continue 
in view of the basically different pattern affecting 
others in its group. 

Allis-Chalmers, for example, raised its payments 
to 37144¢ quarterly from 25¢, but in so doing it is 
merely retracing some of the ground lost in recent 
years when dividends were cut to 25¢ from 50¢. The 
company’s earnings recovery has been impressive, 
but investors would be wise to observe industry 
trends carefully to see if the present rate can again 
be increased. At the moment it appears doubtful in 
view of the competitive conditions in the farm equip- 
ment and electrical generating industries, two of the 
company’s major activities. 


Other Special Cases 


American Motors is another example of a special 
instance that will warrant close watching. The com- 
pany’s recovery under George Romney has been 
remarkable, and may well continue. Nevertheless, 
the fact must be faced that next year every major 
auto manufacturer will have a compact companion 
for its dealers to offer to the public. So far American 
Motors has withstood the invasion by the major 
companies. But before investors count too heavily 
on further increases they should take the time to 
appraise next year’s auto market. 

A healthy American Motors will provide much 
needed competitive stimulation for the auto indus- 
try. Whether it can remain healthy, however, de- 
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pends on future car markets. Investors should await 
proof that the newly established earnings rate can 
be maintained. 


Growth Companies to the Fore 


Also prominent in the list are a few companies 
which fulfill the basic requirements of genuine 
growth. Their earnings and sales gains are rapid; 
they operate in fields that are growing faster than 
the general economy; they lead in new product de- 
velopment; and they pay out some of their rising 
earnings to shareholders in the form of cash rather 
than pie-in-the-sky. 

Eastman Kodak, long the major company in the 
photographic field, and one of the prime growth 
companies in the country has consistently increased 
its dividend as earnings have climbed. This year the 
rate has been raised to 45¢ quarterly from 37¢. The 
increments may be small, but they have been fre- 
quent. Moreover, Eastman seems assured of further 
growth. The current rage for photographic equip- 
ment merely serves to accent the fact that anything 
that raises industry sales benefits Kodak. The rea- 
son is simple. The company produces the major 
portion of the film used by all camera makers, and 
this is one of its largest sources of earnings. 


International Business Machines also stands out 
as a growth company that constantly increases its 
dividends. The current rate of $3.00 a year is ridicu- 
lously small in relation to the price of the stock, but 
over the years IBM’s constant increases have led to 
healthy rewards for shareholders. 

Whether this justifies the current price of the 
stock is another matter. The company’s growth in 
the last decade has been amazing. As an indication, 
consider that 1959 earnings were greater than the 
company’s sales in 1950. It is doubtful, however, 
that such a rate of growth can continue indefinitely, 
especially since the business machine field is now 
getting crowded. 

On the other hand, Addressograph-Multigraph, 
which derives almost two-thirds of its revenues from 
the sale of supplies used in automatic business ma- 
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Important Companies Increasing or Resuming | Dividends 

j Net Earnings Ist Quarter Dividends Payments 1960 

j Per Share Earnings Per Share Changed * Recent Price 

i Per Share Indicated Price Range 

1958 1959 1959 1960 1959 1960 + From To 

Addressograph-Multigraph ........ $1.62 $1.61 $1.19 $1.52° $ .75! $ .90 $ .184Q $ .22%Q 79 94 - 63 
Allis-Chalmers Mfg. «- 2.34 2.47 4.43 28 1.25 1.50 25 .37'2 30'2 40 - 28% 
Alpha Portland Cement ... .~ oe 3.96 .02 d 26 1.75 1.89 37'2Q 45 Q 32! 36'4- 30'2 
American Motors ....... i 3.39 1.89- 1.48- 80! 1.00 .20 25 22 29%2- 22 
American Smelting & Refining ; 2.53 1.74 51 1.22 1.00 2.00 25 50 5378 54’s- 42 
American Steel Foundries . 1.75 2.44 83° 1.22° 1.20 1.60 320 Q 40 Q 30% 38's- 27'2 
American Tobacco . . 4.28 4.62 .92 .98 2.50 2.80 50 Q 5§7'2Q 57% 5734- 51'% 
Associated Dry Goods 4.15 4.78 64 78 2.15 2.50 55 Q 62'2.Q) = 698 70'2- 56'4 

Babcock & Wilcox ..... 2.11 2.58 72 81 1.00! 1.20 .25 Q 30 Q 32! 3734- 31 

| Bausch & Lomb .......... 1.77 2.65 54 59 1.00 1.29 25 Q 320 Q 53 587’s- 34'2 

‘| Borden Co. .............. 2.53 2.61 47 55 1.20 1.59 .30 .37'2 4934 497%8- 40'4 
Bristol Myers ....... , 1.46 1.70 46 55 85 1.09 .20 25 58 63 - 38% 
Cesana Aircraft . 1.87 2.47 1.20" 1.31° .63 .80 643Q 20 Q 32% 40%s- 28'2 
Chicago Pneumatic Tool . 1.72 2.09 .40 51 1.25 1.45 25 Q 30 Q 24% 2934- 2278 
OS sosnce’ 2.62 Al 46 2.16 2.40 .33"3 .60 61% 63 - 48% 
Consolidated Edison, N. Y. — ae 3.92 1.53 1.39 2.80 3.00 70 Q 75 Q 65% 65%4- 59 
Corn Products ........... . 3.00 3.04 71 .80 2.00 2.20 50 Q 55 Q 58 59'4- 46'2 
I I cictarienennicnenrnies 2.12 4.03 .38 .67 1.10 2.00 40 Q 50 50'2 6434- 46'2 
Dow Chemical ...... ~ Ce 2.39 1.597 2.247 1.20! 1.40 30 Q 35 Q 90 9958- 85'4 
Eastman Kodak. ........ » 27 3.24 59 62 1.56 2.04 37 45 127% 136'4- 94 
Federated Dep't. Stores . 3.64 3.95 65° 66" 972 1.10 50 Q 55 Q 712 72'2-6154 
Food Mach, & Chemical ..... 9.39 2.92 63 56 1.20 1.40 30 Q 35 Q 57 57\2- 44\2 
General Foods ................ 4.42 4.96 N.A N.A. 2.55 2.80 65 Q 70 Q 125'2 135 - 98% 
Gimbel Bros. ........... 3.85 4.82 .60 76 1.80 2.20 45 Q 55 Q 60 60'2- 50%4 
Granite City Steel . ‘ 2.18 3.76 81 1.01 1.05 1.40 .30 35 Q 36'2 38%- 30 
Great Atlantic & Pac. Tea Co. 2.49 2.33 N.A. N.A. 1.10 1.001 .20 25 Q 36% 41\4- 35% 
Great Northern — ce .64 1.78 5 .68 .60 1.00 15 25 44'2 5234- 41'4 
Gulf Oil . tioned - . 3.39 2.90 69 .82 1.00! 1.20 .2034 25 Q 29'2 37 - 27 
Hertz Corp. .. meatieaiiiiiaaai ns 1.47 2.40 42 46 1.00 1.20 25 Q 320 @ 547s 60%s- 38'2 
Int. Business Machines . 6.93 7.97 1.59 1.92 2.03 3.00 60 Q 75 Q 525 5422-407" 
Lehigh Portland Cement ... 2.11 2.88 .20 15 1.00 1.20 25 Q 30 Q 31's 32 - 27 
Lukens Steel .............. mn . 4.38 2.72 1.06 2.43 1.00 2.00 25 50 74 91'2- €2% 
McDonnell Aircraft ......... . 3.176 3.05% 2.07% 2.58% 50! 1.00! 12% 25 Qa 19 23%- 18 
Mcintyre Porcupine Mines .......... 1.01 1.05 .23 .22 1.00 1.33 .16%4Q 25 Q 24% 31'e- 24% 
0 rn 2.53 2.78 73 69 1.60 1.80 35 Q 40 Q 87'2 96'2- 73 
Minnesota Mining & Mfg. ...... 86 1.25 27 32 .50 .60 13 Q 15 Q 7834 88 - 65 
National Biscvit ................. ttm oe 3.57 74 99 2.30 2.40 .50 .60 15234 15334-14312 
SI TIE snssnsscninnisencorconvonemnsinanisentn 4.90 5.01 1.04 1.13 3.00 3 60 75 Q 90 Q 6834 70'2- 69 
Procter & Gamble ...... 3.55 3.95 3.05% 3.71% 2.20 2.60 55 Q 65 Q 116% 120 - 8134 
Rohm & Haas ................ssccscssesseeeess. 13.05 20.51 4.58 5.22 3.00! 3.00 50 Q 75 700 780 -683'2 
Texaco ... ho ananen 5.24 5.85 1.58 1.61 2.60 2.80 60 Q 65 Q 78 87 - 64'2 
United Fruit ............. fen 2.60 1.39 46 32 1.50 75 254 22% 31%. 21 
Universal Mateh .....ccccccccccsssssseceeeee 62 1.19 22 28 35 50 10 Q 12%Q 68 80%- 4112 
*—Does not include extra or stock divid. 1__Plus stock. >__9 mos. April 30. 4__Deficit. 
+—Based on lotest dividend rate. 2__6 mos. March 31. 6__Yea ended 3/31/59 and 3/31/1960. 
Q— Quarterly. 39 mos. March 31. 7—9 mos, Febr. 29. 
N.A.—-Not available. 4 Dividend resumed. 513 weeks ended April 29. 











program and may have just begun its true growth. 
The 5% yield is attractive for investors who can 
take on the risks of the defense program. 


chines may continue to grow as rapidly as in the 
past. For it stands to benefit as long as more ma- 
‘thines are used. 

As with most growth companies, the newly estab- 
lished 90¢ dividend provides only a nominal yield. 
Stock dividends in the past, however, have been 
used to augment the cash payments. What is most 
important is that profit margins have remained con- 
sistently high, averaging over 15% of sales. Thus, 
with sales constantly rising there is a good chance 
that the company’s record of frequent dividend in- 
creases may yet be maintained. 

McDonnell Aircraft, another company that has 
demonstrated admirable growth in recent years, also 
raised its dividend this year. However, in this case 
the improvement was substantial, doubling the pre- 
vious rate. 

If aircraft were the sole source of McDonnell’s 
revenues, as in the past, the outlook for maintenance 
of the current rate or for improvements might be 
in doubt. However, the company has established 
itself as one of the most important in the Space 


Companies with Reduced Payments 


Among the companies that lowered their dividends 
during the past year there is no broad group but 
rather a series of special situations. A few exam- 
ples may suffice to develop this point. 

American Enka—one of the largest producers of 
tire yarn is suffering from a decline in rayon prices 
occasioned by a reduction by competitors of prices 
of nylon for this use. Use of rayon in tire construc- 
tion has been threatened and in order to offset this 
risk the company has expanded its research projects 
seeking to improve the quality of its products. Rec- 
ognizing that its potential market could be lost the 
management reduced the dividend from $1.40 to $1 
early this year, and further reductions are possible. 
At present this issue can only be considered specu- 
lative. 

Dresser Industries, (Please turn to page 492) 
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A *‘Wrap-up’’ of the 


SUGAR SITUATION— 
COMPANIES INVOLVED 


By CHARLES MORGAN 


» U.S. sugar needs — our suppliers — and potential sup- 
pliers 

> Areas to benefit if Cuba’s quota is cut — position of 
Puerto Rico — Hawaii — Philippines — Latin America — 
and Domestic Beet Sugar Producers 

> Speculative-investment appeal of refiners and pro- 
ducers on basis of today’s prospects 


ARLY Sunday morning, July 3, Congress reached 

accord on a prceposed revision of the sugar 
act granting the President power to reduce Cuba’s 
quota and reallocate it to other cane-growing areas, 
through March 31, 1961. 

This new sugar legislation, delayed through 1959 
and through 1960 to the final dramatic moments of 
an all-night congressional session, has once again 
focussed investor interest on the oft-overlooked 
sugar industry. Frequently plagued in the past by 
political uncertainties, unpredictable weather, and 
considerable misunderstanding of industry regula- 
tion, the sugar stocks have never been investment 
favorites; but in the months since Castro’s rise to 
power in Cuba early in 1959, any sugar companies 
even remotely connected with Cuban operations have 
been in a major bear market all their own. With 
reallocation of some or all of Cuba’s sugar quota 
now imminent, significant changes may be facing 
the industry, and a search for profit opportunities 
reveals a number of interesting situations for spec- 
ulators and even those more conservatively minded. 


Supply and Demand — a Calculated Balance 


When we are talking about the domestic sugar 
industry, of course, we are really referring to the 
entire complex operation bringing sugar from its 
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nlant sources to our tabletops: and to fully under- 
tand the potential of any one slice of this operation, 
ve must look at the whole pie. It breaks down into 
wo major categories: 
(1) The U.S. market for sugar 
(2) The suppliers and potential suppliers 

Of these two. we can dispose of the first with the 
ast discussion. Consumption averages about 95 
ounds per capita, quite high by world standards: 
his is a relatively stable figure, with about °4 going 
nto househole usage and the remaining 1 into in- 
lustrie] foodstuff preparation. Growth of sugar con- 
sumption will in all probability continue to be closely 
linked with population in years to come, with annual 
gains on the order of 2-3% to be expected. This is 
not a rapid pace, and from it we can infer an 
mportant investment directive: significant projsit 
yrowth, and thus capital gains, in the sugar group 
an occur only as the result of major shifts within 
he areas supplying the U.S. This underlines the 
mnortance of our study of the supply picture. 

Two basic sources of sugar are economical, and 
in general use—sugar beets and sugar cane. The 
neets rrow best in moderate climates. with cool 
summers most helpful in producing a high yield. On 
the other hand, the cane is grown best in tropical 
areas, with hieher temperatures and more moisture. 
There is no difference whatsoever between care and 
beet sugar—the final product cannot be traced back 
to one source or the other even by careful chemical 
inalysis—and thus it is merely a matter of which 
can best be grown in a given area. 

Unfortunately. the U.S., in common with many 
other countries, has never been able to produce all 
of its sugar requirements, and has had to look to 
exporting areas such as Cuba for supplemental sup- 
plies. This in itself would pose no major problem. 
as there is more than ample capacity in the world 
today to meet current and foreseeable needs, but 
the rub has come when international tensions have 
cut off access to traditional sugar sources. This has 
led countries to encourage domestic production and 
also to preferential agreements, based on widespread 
national and international controls. 





The Sugar Market and Prices 


So widespread are these marketing arrangements, 
in fact, that only about 11% of world sugar pro- 
duction is sold in the so-called “world market,” the 
great bulk of sugar either being used in the country 
where it was made, or sold in preferential markets— 
such as Cuban exports to the U.S. Even the World 
Market—a marginal dumping ground for excess 
supplies—has its attempts at control, with most 
countries involved participating in the International 
Sugar Agreement, which tries through quota ar- 
rangements to keep the level of raw sugar prices 
within a specified range. This has been far from a 
spectacular success. 

Admittedly, much of the blame for depressed 
world sugar prices in recent months can be laid at 
the doorstep of the Castro regime. Faced with a 
constantly worsening foreign exchange position, 
Cuba has had to sell sugar continuously at distress 
prices to maintain some measure of purchasing 
power, and even such large sales as 1 million tons 
to the USSR failed to stimulate prices more than a 
token amount. For those who speculate in the fu- 
tures market, sugar has as a result been disappoint- 
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— —_—__—_—— 
Initial Initial 
1934 1960 Net 
Area Quota Quota Change 
Cuba . 1,901,752 3,119,655 1,217,923 
Howsaii ........ 916,550 1,140,462 223,912 
Philipines .... 1,015,186 980,000 35,186 
Puerto Rico ........... ‘ 802,842 1,192,498 389,656 
Virgin Islands ................. 5,470 16,261 10,791 
Beet Processors . . 1,556,166 2,043,489) 487,314 
Mainland Cane. 261,034 628,799 367,765 
Full Duty Countries .... 17,000 281,845 264,845 
6,476,000 9,403,000 
































ing, and it could well be that the underlying forces 
pressing on the Cuban government will prevent them 
from sticking to the recently declared 3¢ per pound 
minimum they hope to get for future sugar sales. 
In the long run, the agrarian reforms may well lead 
to reduced output, as they have in Puerto Rico, but 
in view of the large excess capacity in Cuba and the 
case with which cane can be encouraged to flourish, 
it is doubtful if such restricted supplies will have 
much effect in the near future. 

But it is not so much the world price with which 
we are primarily concerned. Rather, we must con- 
sider the domestic price—together with the com- 
panies receiving it. And this brings us almost 
simultaneously to a discussion of both the countries 
furnishing the U.S. and the regulations under which 
they operate. 

Government Controls 


THE SUGAR ACT—This recent extension of the 
Sugar Act marked the latest in a series of modifi- 
cations of the basic legislation signed into law in 
May, 1934. Surprisingly, the underlying principles 
and means of achieving them have in themselves 
changed little in the intervening years, reflecting 
the emergence of the Sugar Act as one of our most 
successful pieces of agricultural legislation. Its pur- 
poses have always been simple enough: (1) to assure 
U.S. consumers an adequate supply at a fair price; 
(2) to encourage foreign trade; and (3) to provide 
a healthy economic climate for a competitive domes- 
tic sugar industry. 

To meet these aims, and to alleviate the extreme 
problems of feast and famine that had been char- 
acterizing the industry, the U.S. tariff commission 
suggested the marketing quota system that has 
proven so workable to date. Contrasting to earlier 
attempts to control the price and supply with tar- 
iffs, the new arrangement called for an estimate 
in the fall of each year of the next year’s require- 
ments, and an allocation of producing quotas to 
various areas designed to fill the full demand. 
Under this system, about 52% of U.S. sugar needs 
are supplied by domestic production, including 
Hawaii, Puerto Rico, the Virgin Islands, and the 
mainland cane and beet processors; the remaining 
48% is filled by imports from foreign lands, prin- 
cipally Cuba. The following table shows the break- 
down of the original 1934 Quota, and the quota 
allocations that were established at the beginning 
of the current year: 





When the quota arrangements were first set up, 
they followed the general pattern of actual market- 
ings for the immediately preceding years. The exact 
pattern for each area has varied with amendments 
to the act, which has usually run in four year peri- 
ods. Amendments in 1948, for example, tied domes- 
tic areas to fixed quotas, while annual increases in 
the market were given to foreign countries—prin- 
cipally Cuba, as apparent from the table above. In 
1956, this situation was changed, and domestic areas 
were allocated 55% of future market gains. 


The Producing Areas — Cuba and the Countries 
Able to Fill the Sugar Gap 


Against this background, we can now take a close 
look at the various areas that actually supply the 
sugar we use, and the companies with shares avail- 
able for investment purposes. In each case, we will 
be concerned with (1) the physical potential for 
increased production; and (2) the political likeli- 
hood of increased quota participation. 

Cuba, of course, is the major foreign supplier and 
in view of the expected quota reduction, will be giv- 
ing up considerable production to other areas. With 


about 24 of her original 3-million-plus quota already 
shipped to the U.S. this year, and only about 740,000 
tons left to ship, a cut in the neighborhood of at 
least 500,000 tons seems likely. Companies located 
in Cuba will not be overly affected by this, since 
they are already placed in a position by government 
controls where they can earn little if any profit; and 
as far as American shareholders are concerned, ac- 
cumulated profits have in any event been kept within 
the country. Ironically, most of the Cuban sugar 
stocks made their recent highs when the new gov- 
ernment first came into power, and fears that the 
crop would be destroyed before harvest were proven 
baseless; since then, the decline in share prices has 
been steady, and although sharp upward moves 
would probably accompany any change in control of 
the island, the speculator still holding these issues 
runs the risk of total expropriation before any such 
pleasant happening occurs. 

Where Hawaii and Puerto Rico Stand—Looking to 
the areas best situated to step in and fill the gap, 
we can start by eliminating those areas which have 
had difficulty filling present quotas. These include 
Hawaii and Puerto Rico, (Please turn to page 499) 











| 
| 1958 1959 1958 1959 


Cuban-Dominican Producers 


CUBAN AMER, SUGAR ..............05 $58.2! $56.9! 4.4% 1.3% 
W.C, (mil.) ‘58-$13.6; ‘59-$11.0 
FRANCISCO SUGAR ...........::cc000 16.2° 13.57 6.2 d17 


W.C. (mil.) ‘58-$1.20; ‘59-$0.08 


| 

| 

| MANATI SUGAR .....0......cccccsseeeeeeeeeee 12.6% 11.38 5.1 1.1 
W.C. (mil.) ‘58-$1.93; ‘59-$1.69 
| 

| 


VERTIENTES CAMAGUEY ................ 22.7! 20.7! 8.5 3.2 
W.C. (mil.) ‘58-$8.66; ‘59-$8.05 


Puerto Rican Producers 


CENTRAL AGUIRRE SUGAR .......... 16.0% 18.44 6.5 14.0 
W.C. (mil.) ‘58-$7.8; ‘59-$8.6 
FAJARDO EAST. SUGAR ................ 21.82! 23.98! d48 1.8 
W.C. (mil.) ‘58-$4.7; ‘59-$4.5 
SD Oe My IEEE » cciissienstaseninnennens 25.8! 35.8! d0.4 49 


W.C. (mil.) ‘58-$9.24; ‘59-$9.82 


Beet Sugar Refiners 


AMER. CRYSTAL SUGAR ................ 56.7° 53.5° 3.2 2.0 
W.C. (mil.) ‘58-$19.6; ‘59-$19.4 
GREAT WESTERN SUGAR .............. 107.46 107.36 6.2 5.6 
W.C. (mil.) ‘58-$40.6; ‘59-$40.7 
BRT FI cccetescosesevesecscnconansaccees 67.8 69.25 2.8 3.0 


W.C. (mil.) ‘58-$13.8; ‘59-$14.6 
Leading Cane Refiners 


AMER, SUGAR REFINING ............... 350.2 335.8 3.3 3.0 
W.C. (mil.) ‘58-$35.0; ‘59-$35.2 


NATIONAL SUGAR REFIN. ............ 194.38 189.04 1.2 0.6 


W.C. (mil.) ‘58-$13.82; ‘59-$11.79 


W.C.—-Working capital. 1__Year ending Sept. 30. 
d—Deficit. 2—Year ending Oct. 31. 
3_Year ending June 30. 





| Statistical Summary of Sugar Companies 


| Net Sales Net Profit Margin 
Fiscal Fiscal 


Dividends Per 
Earned Per Share Share 
Fiscal Year 6Months 6 Months Price Range Recent 
1958 1959 1959 1959 1960 1960 Price 





$3.17! $0.99! $1.30 $0.90 $0.20 18 -135%% 1334 


2.867 d0.66- 8 - 4% 4\2 


1.473 0.30 4\2- 2 2 
1.37! 0.47! 1.00 6%- 27% 3 
| 
1.404 2.564 1.40 0.70 0.80 25%-21% 423% | 
d3.18! 0.87! 21%-14 21% | 
40.51! 1.33! 0.907 050 030 21 -14 15% | 
4.33 2.225 1.65 0.80 1.15 4152-3612 415% 
3.136 2.716 1.707 1.10 0.60 3258-26 2834 
2.65° 2.935 1.20 0.60 0.65 27%-23 27% 
4.71 3.86 2.20 1.40 1.10 31%-25 27% 
3.50 1.61 2.00 1.00 0.60 28%-16% 18% 
4—_Year ending July 31. : 
53/31/59 and 3/31/60. 
62/28/59 and 2/28/60. 
7—1ndicated 1960 rate. 
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TIMELY COUNSEL on COMPANIES 


IMPORTANTLY 


IN THE NEWS 


By NATHANIEL C. SCHWARTZ, 
SUBSCRIBERS’ CONSULTANT 


E have been receiving numerous inquiries of 

timely and widespread interest regarding com- 
anies that for one reason or another are disturbing 
ubscribers, such as companies with Cuban proper- 
ies imperiled by threat of expropriation. Others 
ave been consulting us regarding recommendations 
1ade by their brokers on high-flying new issues. 
Still others, wanting to put their investment house 
n order looking to the second half, have listed hold- 
ngs of various issues for our advice whether they 
hould be retained, sold or averaged. 

We are reprinting our answers to these subscrib- 
rs because we feel that they are of timely interest 
nd may prove helpful to other readers: 

American & Foreign Power 


“IT made a fairly substantial investment in Ameri- 
can & Foreign Power over a year ago and the 
stock has declined very substantially percentage- 
wise since then. In view of the situation in Cuba, 
should I take my beating or buy some more to 
mark down the price, in the hope that through 
government efforts American companies will even- 
tually have properties restored with just compen- 
sation? What do you think?” 
D. W., Spokane, Washington 
When a stock has declined sharply, such as in the 
case of American & Foreign Power, it is not a wise 
policy to place additional funds in the stock unless 
1960 
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the decline in that particular issue was due to a 
temporary situation and prospects for improvement 
over the near and long term are indicated. Even the 
most experienced and astute investors and traders 
at times make poor investments but they do not put 
up additional funds in an effort to make up the loss 
—but rather purchase another stock that has better 
profit possibilities, and average out their loss in this 
way. Moreover, it is a sound policy to diversify one’s 
investments rather than to concentrate in one or a 
few issues, particularly sick issues where recovery 
is not indicated, at least over the near or intermedi- 
ate term. 

American & Foreign Power is a holding company 
that provides various utility services to Latin Amer- 
ican countries and the major countries served are 
Brazil, Cuba, Chile, Argentina, Colombia and Vene- 
zuela. Operations are affected by political, economic 
and exchange problems and the uncertainties in 
these situations make the stock speculative. 

Earnings of American & Foreign Power declined 
sharply in 1959 to $1.19 per share, from $1.72 in 
1958. This drastic decline in net income was due 
principally to the drastic 21% reduction in Cuban 
electric rates imposed by the Cuban Government in 
August 1959. The Cuban subsidiary normally ac- 
counts for about one-third of Foreign Power’s cor- 
porate gross income and as a result of lower 
earnings, American & Foreign Power reduced its 
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quarterly dividend payments due in September and 
December of 1959 to 1214 cents, from 25 cents paid 
previously. No dividends have been received from 
Cuban Electric Co. for the second half of 1959 and 
no income has been booked from Cuba in 1960. 

According to Mr. Henry B. Sargent, president of 
American & Foreign Power Co. earnings on Foreign 
Power’s investment in Brazil continue to be ad- 
versely affected by inflation and currency depre- 
ciation, and no improvement in this situation is 
indicated over the near term. 

In reporting on the recent sale of the company’s 
Mexican properties, Mr. Sargent said that the com- 
pany is presently investigating various possibilities 
for reinvestment of the proceeds in fields outside 
the public utility industry where higher returns are 
available. He also stated that the sale resulted in an 
improved cash and earnings situation for Foreign 
Power and that interest on the notes as well as 
earnings to be derived from the reinvestment pro- 
gram will constitute an important source of income 
for the company. 

The disastrous series of earthquakes in Chile re- 
cently, occurred in an area some 500 or 600 miles 
south of the operating area of an associated com- 
pany of Foreign Power and no damage was done to 
any of the company’s installations. Earnings results 
of the Chilean company for the first five months of 
1960 showed a marked improvement over the re- 
sults for the corresponding period of 1959. 

The former Chief Justice of the Supreme Court 
of Argentina, who had been considering the amount 
to be paid for the company’s Argentine properties, 
resigned his position early this year. The new Chief 
Justice is now studying the case with the assistance 
of two experts, a lawyer and an engineer, who were 
recently appointed by him to render their reports 
by August 30. Several high officials of the Argentine 
Government have expressed themselves as being 
strongly in favor of a prompt and fair decision in 
this important case and Mr. Sargent said that he 
hoped that the decision of the Chief Justice would 
be announced 30 to 60 days after the experts ren- 
dered their reports. 

The sharp decline in Foreign Power’s earnings in 
1959 was mainly due to the problems in Cuba and 
the Cuban situation does not appear to offer any 
betterment as Castro has recently threatened to 
expropriate more American properties operating in 
that country. 

Although earnings results for the first quarter of 
1960 are not yet available, at the time of this writ- 
ing, the president estimated that the company’s cor- 
porate net income would be about 22 cents a share, 
as compared with 25 cents for the corresponding 
period in 1959. 

The president stated that the diversification of 
the company’s investments in industrial enterprises, 
that is, with the proceeds from the sale of Mexican 
properties, should result in broader opportunities 
and increased earnings for the company. However, 
with the company’s very substantial investments in 
Cuba in jeopardy and no betterment indicated in 
the important operations in Brazil, additional pur- 
chase of the stock at this time is not recommended. 


International Telephone & Telegraph 


“Some time ago I purchased International Tel & 
Tel on your suggestion and I have been happy 
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with the stock which shows me a very nice profit. 

Recently, Castro’s threats of seizure of the prop- 

erty of U. S. corporations has made me a little 

anxious, and I notice that the stock dropped a few 
points. Do you think I should take profits at this 
time, or hold for the intermediate and longer term 

outlook which seems bright in view of their di- 

versification into manufacturing fields? Could you 

possibly tell me how much of IT&T’s income is 
secured from Cuban operations?” 
E. B., Omaha, Nebr. 

I.T. & T. is a holding company now engaged in the 
development and manufacture of electronic and tele- 
communication equipment both in this country and 
abroad, as well as in telephone, cable and radio 
operations, mainly in the Caribbean and South 
America. 

For the year 1959, consolidated earnings amounted 
to $1.93 per share, compared with $1.81 in 1958, 
after adjustment for the 2-for-1 stock split-up of 
last year. The company owns 65% of the common 
stock of Cuban Telephone Co., which contributed 
only $.09 to earnings in 1959 and $.16 in 1958. The 
decline in profits of this subsidiary last year was 
due to “intervention” by the Cuban government and 
establishment of lower rates. Net assets of Cuban 
Telephone Co. amounted to $27.5 million at the end 
of 1959 or about 8% of I.T. & T.’s total net assets. 

In addition, I.T. & T. and American Telephone & 
Telegraph each own a 50% interest in Cuban Ameri- 
can Telephone & Telegraph Co., which operates the 
telephone cable and microwave routes between Cuba 
and the U.S. 

On an over all basis, it is apparent that the Cuban 
sources of earning power represent only a smal! 
part of the total profits of 1.T. & T., an outstanding 
company in the electronic and communication fields, 
with a good growth potential. Last year, about 42% 
of the system’s earnings was derived from foreign 
manufacturing, mainly in England and Western Eu- 
rope; approximately 25% from U.S. production, 
with the major share represented by defense items; 
about 26% from telephone and radio operations, 
mostly in Latin America; and the remaining 7% 
from miscellaneous sources. 

I.T. & T. manufactures most of the telephone and 
communications equipment used in Europe and is 
therefore in a position to benefit from the growth in 
Europe’s economy. 

Important domestic defense products include 
equipment for the Strategic Air Command; the 
Tactical Air Navigation systems; the White Alice 
and DEW networks; and various missile ranges. 
The company is now testing a completely electronic 
post office for the government. 

The new management is conducting an active re- 
search and development program. At the recent 
annual meeting, the president of the company stated 
that “in any long-range program of increased sales, 
there must be a continuous succession of new prod- 
ucts.” He pointed out that many significant product 
advances had been made in the fields of transmis- 
sion, data processing, semiconductors and other 
electronic components, as well as in a broad range 
of military equipment and systems. Among product 
developments in 1959, the president mentioned the 
operation by the French research group of a fully 
electronic private telephone exchange; the further 
development of STRAD, the company’s electronic, 
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transistorized automatic telegraph retransmission 
ystem; the parametric amplifier, used in over-the- 
horizon microwave communication to select and in- 
ensify radio signals; and a system for greatly 
nereasing the number of speech channels that may 
» handled by coaxial cable. 
In May 1960, the company sold its 23% interest 
‘n the L. M. Ericsson Telephone Co. of Sweden for 
‘er $20 million (carried in its balance sheet at 
1.3 million). This investment had realized a low 
ite of return. The company believed that the pro- 
eds could be better used to further its rapidly 
veloping plans for a greater organized penetra- 
on of international electronic markets. We recom- 
end retention. 
Hudson Vitamin Products, Inc. 


“My broker suggested that I take a flyer in Hud- 
son Vitamins. I notice that the stock has had 
sharp advances which quickly dropped its initial 
offering price and I am wondering whether I may 
be getting in at the top and perhaps will get whip- 
sawed. Please tell me if this issue is still a good 

buy.” J. B., New Rochelle, N. Y. 

As our readers know, the market over recent 
ionths has been characterized by rapid price ad- 
ances in so-called “glamour” and specialty stocks, 
esulting in many instances in extremely high price- 
arnings ratios and pointing clearly to public spec- 
lation for quick profits, at least in nearly all 
nstances. This is especially true in the case of new 
ssues of relatively small or unknown companies, 
ot publicly held previously. 

The common stock of Hudson Vitamin Products, 
ne. was offered publicly by underwriters at $12.50 
er share on June 23, 1960, and it is currently 
uoted in the over-the-counter market at 3114 bid, 
2 ask. The offering represented a sale to the public 
f 190,500 shares by certain stockholders, and also 
sale to employees of 12,000 shares by the same 
‘tockholders. Previously, the company had been pri- 
ately owned and thus the shares offered did not 
epresent company financing. 

The company has 675,000 shares of common stock 
uutstanding, of which about 67% is still owned by 
three individuals, after the offering mentioned. In 
addition, the underwriters hold options on 10,000 
shares at $13.75 per share, which expire in one year. 

The company was incorporated in Delaware on 
\pril 6, 1960, as successor to a New York corpora- 
lion of the same name established in 1943. It is 
engaged in packaging, labeling and distributing 
vitamin products purchased from others. Distribu- 
tion is made primarily by mail order, and also 
through three affiliated drug stores in New York 
City and the company’s own retail outlet. 

Sales have shown striking growth in recent years, 
namely from $232,000 for the fiscal year ended May 
31, 1955 to $5,051,000 in the 1959 fiscal year. The 
growth in sales has continued recently, amounting 
to $5,357,000 in the 9 months ended February 29, 
1960. It is significant that earnings show a wide 
profit margin on sales, amounting to 14% in the 
recent 9 months period. Despite the fact that the 
company does not manufacture its vitamin products, 
but purchases these products from others, and the 
further fact that its vitamins are sold at lower prices 
than generally prevailing in drug outlets, it has en- 
joyed the wide profit margin indicated. 
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On the present capitalization of 675,000 shares, 
and for the fiscal years ended May 31, earnings in- 
creased from 2 cents in 1955 to 3 cents in 1956, 9 
cents in 1957, 26 cents in 1958 and 79 cents in 1959. 
The latest available earnings, for the 9 months ended 
February 29, amounted to $1.11 per share. Recently, 
the company dceclared an initial dividend of 12.5 
cents per share. This dividend was not officially 
labeled as a quarterly payment. 

From the above figures, it is apparent that the 
stock is selling at more than 20 times indicated cur- 
rent annual earnings, with a very small yield. It is 
true that there are numerous so-called “growth” 
issues selling at higher price-earnings ratios. How- 
ever, consideration should be given to the fact that 
this company is relatively small in size and only 
became publicly owned recently. Further, the stock 
has advanced in price by over 150% in a period of 
only two weeks. Regardless of the future prospects 
of the company the recent extremely sharp rise in 
price should serve as a “red-flag”’ against any pur- 
chases at the current level. 

This company’s progress has come from aggres- 
sive merchandising at discount prices and it has 
been the experience in other fields where this has 
taken place that additional discount houses soon 
spring up and split up the market. 

McKesson & Robbins 


“IT am a subscriber of your fine magazine and re- 
quest information on McKesson & Robbins, par- 
ticularly as to their recent earnings and dividends. 

I am in the process of a reappraisal of my hold- 

ings, deciding which to sell at this time. 

F. C., Raleigh, N.C. 

McKesson & Robbins wholesales drugs and drug 
items and also imports and wholesales liquors, and 
is active in the distribution of heavy and fine chemi- 
cals. The development of new products in the drug 
field and expansion into chemical lines lends a meas- 
ure of appeal to the long range holder. 

McKesson & Robbins recorded sales of $676,710,- 
343 and net income, after taxes of $12,299,904, 
equivalent to $3.08 per share, for the fiscal year 
ended March 31, 1960. 

These earnings, the highest in the company’s his- 
tory, compare with a net income of $11,320,865, 
equal to $2.85 per share, for the preceding year. 
Sales showed an increase of 7.9% in the past fiscal 
vear over the previous year. Each department of 
the company’s business contributed to this increase. 

The balance sheet showed current assets of $192,- 
905.887, against current liabilities of $75,940,421, 
indicating working capital of $116,965,466, an in- 
crease of $3,602,391 over March 31, 1959. Included 
in the current liabilities were $2 million of short- 
term loans. 

A number of new facilities, as well as improved 
operating procedures, have enabled the company to 
vrovide faster distribution service in many markets. 
During the past fiscal year, new drug divisions were 
opened at Canton, Ohio and Hicksville, Long Island, 
N. Y. New liquor divisions were added at Pensacola, 
Florida and new chemical distribution points were 
established in Riverdale, California; Stamford, Con- 
necticut; Saginaw, Michigan; Duluth, Minnesota; 
Charlotte, North Carolina and Appleton, Wisconsin. 

McKesson reported that pharmaceuticals contin- 
ued to show the greatest (Please turn to page 500) 
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Insider Selling 

Sale of stock by a corporation 
insider could be for purposes of 
estate distribution and tax plan- 
ning, aimed prudently at increas- 
ed liquidity and at not leaving 
too many eggs in one basket. But 
where a large portion of total 
holdings is sold, the logical in- 
ference is that the seller thinks 
the stock in question is high 
enourh, if not too high in relation 
to company prospects. There is 
a good deal of insider selling go- 
ing on in this market. Here are 
some recent examples of stocks 
in which one or more officers or 
directors cut direct holdings by 
a third or more: American Photo- 
copy, Crowell-Collier Publishing, 
Northrop Corp., and Suburban 
Gas Service. In the latter case, 
the president sold 12,000 shares 
and kept only 2,100; and a vice- 
president sold 10,000 shares and 
kept 7,270. There has been sub- 
stantial insider selling, in some 
cases up to a fourth of holdings, 
also in Cessna Aircraft, Mon- 
santo Chemical, Philip Morris 
and Ste .vart-Warner. 


Outsider Selling 
The SEC report on first-quar- 
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ter savings shows that indivi- 
duals continued to favor Govern- 
ment securities and mutual funds 
for investments, with Govern- 
ment obligations very far in the 
lead; while otherwise reducing 
common stock holdings on bal- 
ance. We see nothing in sight to 
reverse the latter tendency, and 
mutual funds, as previously noted, 
have moved toward caution and 
conservatism in employment of 
funds. 


Omen? 


For some days now, in check- 
ing the daily list of new highs in 
individual equities, we note a 
sharply decreased number of 








“glamour stocks” at the head of 
the parade, a much increased 
number of income stocks or other 
“bread-and-butter” issues. If 
most of the science-romance 
stocks “have had it’, the market 
will become less exciting, but 
more healthy, as new patterns of 
selectivity gradually develop. At 
some point, maybe before long, 
more than a few of the over-ex- 
ploited. recently popular issues 
could fall out of bed at pretty 
much the same time in a chain 
reaction. That would put a chill 
on sentiment, but the extremely 
over-exploited, mostly secondary 
stocks are not among the issues 
in the Dow industrial average. 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1960 1959 
A Quar. May 6 $ .70 $ .26 
I Ti I ccncicsiscvecssnsccaneracccesccecesonan Year Mar. 31 3.07 2.85 
Cleveland Electric Mlum.  ...............ccccccecceeeeeeee 12 mos. Mar. 31 3.04 2.65 
I SII (NIL «2 sutctecsininadapiieipaeseiemaniasiias 12 mos. Apr. 30 2.85 2.32 
Re 9 CINE nccccssctvcneesceceversnnsasoenien Quaor. Mar. 31 1.56 1.45 
PN III sainshi sessed ci caliphate Quar. Mar. 31 32 26 
IIE. TIE A SID ss seccrnnccsiettienisponstatiibiicieiien Quar. Mar. 31 1.03 .86 
Hershey Chocolate Corp. ...........ccccccccssseseseeeees Quar. Mar. 31 1.96 1.56 
I iin cali eed tiehcisinininaasbiiadenibied Quar. Mar. 31 1.54 13 
MET! Quar. Mar. 31 -80 59 
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Cross-Currents 


Stock groups performing ma- 
rially better than the market 
this writing are mainly: elec- 
ic utilities, baking, finance com- 
ny and small-loan issues, food 
‘ands, dairy products, depart- 
ent stores, motion pictures, tex- 
les, tobaccos and variety stores. 
s will be seen, most of these are 

the “defensive” class. Groups 
aking a worse-than-average 
howing at this time include: air- 
raft, airlines, aluminum, auto- 
obiles, auto parts, trucks, build- 
ig materials, coal, drugs, elec- 
‘ical equipment and appliances, 
arm equipment, machinery, 
ietal fabricating, paper, radio- 
elevision, publishing, rail equip- 
nent, food stores and tires. This 
ne-up and the daily balance be- 
ween ups and downs in indivi- 
ual stocks makes one wonder 
iow the industrial average could 
ise significantly any time soon. 


strong 


Some stocks in technically-in- 
licated upward trends at this 
writing are: ABC Vending, An- 
‘hor Hocking Glass, Armstrong 
Cork, Commonwealth Edison, 
Consumers Power, Diamond Na- 
tional, General American Trans- 
portation, Gimbel Bros., Heller, 
International Nickel, Mercantile 
Stores, Oklahoma Gas & Electric, 
Paramount Pictures, Virginia 
Electric & Power. 


Soft 


Relative market behavior of 
the following stocks is unpromis- 
ing: Alco Products, Aluminum 
Company, Case, Carey, Carrier, 
Celotex, Chicago Pneumatic Tool, 
Chrysler, Foote Mineral, General 
Cable, Goodrich, Hudson Bay 
Mining, Kerr-McGee, Libbey- 
Owens-Ford Glass, Mack Trucks, 
McG raw-Edison, Outboard Ma- 
rine, Revere Copper, St. Regis 


Paper, Studebaker-Packard and 
Worthington Corp. 


Summer Rise? 


Regardless of “tradition”, 
whether the market can rise 
much, if any, in July or August 
depends on business conditions 
and investment-speculative con- 
fidence. The latter is not high at 
this time, and business is quite 
sluggish at a level somewhat be- 
low the best attained early in the 
year. Last year, an extended 
advance (not a rally) topped in 
early August, followed by a siz- 
able dip. The move was strongly 
upward through the summer of 
1958 in a bull-market trend. The 
intermediate recovery begun in 
the winter of 1957 topped in mid- 
July and was followed by a 101- 
point fall by the industrial aver- 
age. What might happen this year 
is guesswork. A double-cross of 
public thinking is possible—that 
is, little or no summer rise and 
some later improvement if there 
is a fair rebound in steel and 
other durable-goods activity. 


Building 


There is no sign of an upturn 
in building. Total new contracts 
(dollar volume) continue to run 
materially below the year-ago 
level, while those for housing re- 
main sharply down. Some limited 
improvement in home building 
could be ahead, based on prospec- 
tive easing in mortgage money 
and Government moves to give 
residential building a “shot in 
the arm.” Projected family for- 
mation suggests much enlarged 
home needs in the later 1960’s but 
not in nearby years. Meanwhile, 
the vacancy rate has risen. For 
rental units (mainly apartments) 
it was 7.2‘. in the 1960 first 
quarter, as reported by the Census 
3ureau, up from 6.1‘. a year ago 











ID II IN, istic chtidinciblNberbaaianeii 
Montgomery Ward & Co. . 

Smith (A. O.) Corp. .......... 

Texas & Pacific Rwy. .. 

Chickasha Cotton Oil 

BN IE” MII dcictecateesuscummnidasniaisl Salat 
Halliburton Oil Well Cement 
Whirlpool Corp. ......... 
Ashland Oil & Refining 
Bush Terminal Co. 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 








and the highest ratio for the 
1960 1959 
6 mos. Apr. 30 $1.78 $1.95 
13 weeks May 4 14 34 
Quar. Apr. 30 1.64 1.91 
4 mos. Apr. 30 .%6 1.65 
9 mos. Mar. 31 98 1.38 
.. Quar, Apr. 30 70 84 
. Quer. Mar. 31 54 72 
Quar. Mar. 31 62 79 
Quar. Mar. 31 49 61 
Quar, Mar. 31 10 5 
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whole postwar period to date. A 
growing surplus of homes, even 
though primarily apartments, is 
not a good thing for makers of 
building materials. They face an 
increasingly competitive situa- 
tion. Pending basic improvement 
in prospects, investors with hold- 
ings concentrated in stocks of the 
strongest companies will have the 
least to worry about. Some of 
them are Flintkote, Johns-Man- 
ville, National Gypsum, Otis Ele- 
vator, Sherwin-Williams and U. 
S. Gypsum. 


Natural Gas 


More or less “fouled up” by 
rate uncertainties under regula- 
tion of the Federal Power Com- 
mission, natural gas _ pipelin 
stocks have long been lagging 
badly behind the market; and a 
basis for significant improvement 
is not in sight. Stocks of compa- 
nies which are gas distributors, 
or mainly so, are faring better, 
but in most cases remain moder- 
ately under highs recorded in the 
Spring of 1959. Here are three 
of the best: Equitable Gas, sub- 
ject to state rate regulation main- 
lv in Pennsylvania and to a small 
extent in West Virginia; divi- 
dends, up each year since 1955, 
now at $1.85, vield 5.3‘. with 
the stock at 35. Oklahoma Natu 
ral Gas, serving only in the state 
of its name, on a $1.24 dividend 
which might be raised, following 
periodic previous boosts, yield- 
ing 4.3‘. at 29. Pacific Lighting, 
major California gas distributor ; 


$2.40 dividend secure but the 
liberal payout (about 80‘. of 
1960 earnings) argues against 
further increase for some time 


ahead; stock yields 4.9‘: at 49. 


Electric Utilities 


To the extent that can be so 
in a rate-regulated industry, prac- 
tically everything favors electric 
utility stocks. On the whole, reg 
ulation permits an adequate re- 
turn on growing property invest- 
ment. Over at least the medium 
term, easing in money rates and 
increased investment preference 
for conservative issues favor the 
stocks. On a long-term basis there 
is promise of steady growth in 
revenues, earnings and dividends 
at an overall rate in the vicinity 
of 5‘:.-6% a year. The huge 
growth in home appliances and 
variety thereof need not be dwelt 
(Please turn to page 500) 
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W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(a)—-Computed from F. W. Dodge data. 
(b)—-Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is nota true gauge of the business outlook — the right answer 
ean only be found when balanced against the state of our 
economy. ‘The Trend Furecaster line does just that. When it 
changes direction up or duwn a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 fur a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the duwn side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The leading business indicators — which make up 
the components of the Trend Forecaster — are still 
moving within the narrow range of the past six 
months. Preliminary data reveal some slight im- 
provement setting in during June, partly reflecting 
the temporary stimulus of Administration moves 
to bolster the economy before Election. 

Indicators that have improved in the latest month 
include stock prices, hours worked and new orders. 
The gain for the latter, however, was a minimal 1%. 
Declining tendencies were noted for the five other 
indicators, namely housing starts, nonresidential 
contract awards, business failures (inverted), new 
incorporations and industrial raw materials. 

On the basis of current estimates, the Relative 
Strength Measurement moved upward in June but 
was still somewhat below the zero level. Its recent 
action indicates that we can expect the current high 
level of business activity to continue at least until 
well into the Fall. 
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CONCLUSIONS IN BRIEF 
RODUCTION—Output of autos, other consumer dura- 
les, running well above consumption, as evidenced by 
harp rise in inventories in May. Vacation shut-downs 
nd cutbacks will temporarily alleviate—but not solve— 
he growing problem of inadequate final demand. 


RADE — Consumer spending recovering slowly after 
harp dip in May, but still running well under the record 
ipril level. Recent consumer surveys reveal that the 
sublic is worried about the business outlook and is 
slanning to cut spending on new homes and cars. 


MONEY & CREDIT—Money continues easy, helped by 
Federal Reserve policy, but consequent outflow of gold, 
and increase in foreign dollar holdings could militate 
against massive attempts to help the economy via 
further loosening of credit. 


COMMODITIES—Commodity prices continue to recede 
slowly, under the combined weight of seasonal in- 
fluences and manufacturers’ attempts to slow the rate 
of inventory accumulation. Look for generally stable 
prices into Fall, but with some easiness in materials 
which are under sharp competitive pressure. 
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LTHOUGH basic business conditions have shown 
signs of further deterioration in recent weeks, 
some top-notch analysts are convinced that political- 
ly-motivated moves to win votes by stimulating the 
economy will prevent any dip in business at least 


until election. 

Both the Administration and Congress have been 
playing the game of economic inducements for 
partisan advantage. Administration efforts in this 
field have been hampered by the President’s deter- 
mination to avoid intensification of inflationary 
pressures and as a consequence, the emphasis has 
been on short-term stimulants whose effects would 
be transitory. This type of action is exemplified by 
the Commerce Department’s recent permission to 
the states to double the volume of Federally-aided 
highway construction contracts they could place in 
the third quarter of this year, adding as much as 
$750 million to near-term demand for building 
materials and machinery as well as supplying jobs 
for a good many construction workers. Other Gov- 
ernment agencies, have already stepped up the place- 
ment of new orders, and as a result, Federal heavy 
construction contract awards have jumped to near- 
record levels. Further steps of this type can con- 
fidently be expected, with acceleration of defense 
contracting offering a fertile field for temporary 
economic stimulation. The drawback to these moves, 
from the economic point of view, however, is that 
they borrow from future demand. With the total 
of available funds remaining unchanged, a spate 

(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND Unit i Month Month Ago 

INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | May 167 165 166 

NU MINE BOUIN necesccsvccecnstecesecocncee 1947-'9-100 | May 175 172 177 

Nondurable Goods Mfr. «00.0... 1947-'9-100 | May 161 159 156 

ES COR ee 1947-'9-100 | May 125 127 131 

$ Billions May 18.4 18.9 18.2 

$ Billions May 6.0 6.3 6.1 

$ Billions May 12.4 12.6 12.1 
| 1947-‘9-100 | May 140 154 144 

MANUFACTURERS’ 

New Orders—Total* $ Billions May 30.4 30.4 30.5 
Durable Goods ......... $ Billions May 14.6 14.5 15.3 
Nondurable Goods $ Billions May 15.8 15.9 15.3 

TINIE iis cscuctsncceicsniessecaneaninmasiniilonainn $ Billions May 31.0 31.0 30.7 
RD IIIT: Sonesiacesecenntisapcnansncniosin $ Billions May 15.1 15.0 15.5 
Nondurable Goods ..........ccccsseeeeeees | $ Billions | May 15.9 16.0 15.2 

BUSINESS INVENTORIES, END. MO.* ..|$ Billions | May 93.3 92.6 88.3 
IRIN ci scenscnavncnicinninenssnasnsuaes $ Billions May 55.0 54.7 51.6 
TRON Scsicssnisasisucesnaancniserntedinesonens $ Billions May 13.1 12.9 12.2 
SINET sicscdsseiunk apadumnscntenieebiniumnidiaes $ Billions | May 25.2 25.0 24.5 
Dept. Store Stocks | 1947-’9-100 | Apr. 159 162 151 

CONSTRUCTION TOTAL—t ...............0000. $ Billions | June 53.4 53.9 56.5 
IN eiatstticrhinctinictqusincthincsiccpnsninniuaaeltenbenesiade $ Billions June 38.0 38.1 39.4 

IIIT -cicesisssonsicesstisailioniiaciaitabanenbesiiies $ Billions June 21.1 21.0 22.3 
Bn TOC ROTOR Fe $ Billions June 16.9 17.1 17.1 

Raa TRON oscssscceccccesssesincssnons Thousands May 1322 1324 1597 

Contract Awards, Residential—b ....... $ Millions May 1453 1480 1677 
All Other—b ...... $ Millions May 1884 1880 1865 

EMPLOYMENT 
Total Civilian... .| Millions | May 67.2 66.2 66.0 
Non-farm* Millions May 53.3 53.3 52.1 

Government~... Millions May 8.4 8.5 8.1 

Trade*. Millions | May 11.6 116 11.4 

SI caccnksachactitesovedusindianacanadeliacsiates Millions May 12.5 12.5 12.5 

hn EE Hours | May 39.8 39.4 40.5 

Hourly Earnings ...........cccccseeeeeees Dollars | May 2.28 2.28 2.23 

Weekly Earnings ..............:cese00 Dollars | May 90.74 89.83 90.32 
= | _ a — 

PERSONAL INCOME® ooo cee $ Billions | May 399 398 381 
Wages & Salaries ................ $ Billions | May 272 272 269 
Proprietors’ Incomes .. $ Billions May 60 59 59 
Interest & Dividends ................ccccccc00e $ Billions May 39 38 35 
Transfer Payments ............:.:ccsceeeseeees $ Billions May 28 28 26 
Farm Income ........ | $ Billions | May 16 15 16 

CONSUMER PRICES. .......0..sccscscsccocsccssecsee 1947-'9-100 | May 126.3 126.2 124.0 
IIT ia lasesticiiscanboeiniancnchocapipnaanaicianaataandiana 1947-'9-100 | May 119.7 119.5 117.7 
RII eccicialisecpheechaleiisbieacisotiabanbasisiasdetotniaiie 1947-'9-100 | May 108.9 108.9 107.3 
Housing ... “] ean May 131.2 131.4 128.8 

. = Ses See nial 

MONEY & CREDIT | 
All Demand Deposits*® .............cccccce. $ Billions | May 109.4 111.2 112.4 
RE I aacsccnecncscsscsesnrecpennscnons $ Billions May 98.0 95.3 92.0 
Business Loans Outstanding—c .......... $ Billions | May 32.1 31.8 32.8 
instalment Credit Extended” ............. $ Billions | May 4.2 4.4 4.1 
Instalment Credit Repaid” ................. $ Billions | May 3.9 3.9 3.6 

FEDERAL GOVERNMENT ; 

Budget Receipts ..............cc0000 $ Billions May 6.6 5.1 5.4 
Budget Expenditures ............scc0cceseeees $ Billions May 6.1 6.0 6.2 
Defense Expenditures ..............c:cccc008 $ Billions May 3.8 3.7 3.7 
Surplus (Def) cum from 7/1 ..cccccssonn $ Billions | May (3.1) (3.6) (14.0) 








PRESENT POSITION AND OUTLOOK | 


of order placements in the next 
few months could be followed by a 
sharp slump in new business there- 
after. 


The Democrat-dominated Con- 
gress, meanwhile, has been en- 
gaged in more far-reaching at- 


tempts to legislate prosperity al- 
though the only bill passed over 
the President’s veto thus far, has 
been the $764 million a year pay 
raise to 1.5 million Federal em- 
ployees. The legislators are apt to 
return from the conventions with 
even bigger spending projects in 
mind, including higher minimum 
wage, housing, school construction, 
health and rivers and harbors ap- 
propriation bills, which could add 
substantial amounts to Federal 
spending. 

Private industry, too, is slated 
to contribute to at least temporary 
business improvement, with the 
auto industry planning an early 
introduction of new models and 
heavy initial production, which 
will throw a much larger than 
normal proportion of output into 
the pre-Election period. This 
means accelerated activity this 
Fall and a reduced rate of produc- 
tion later in the year. 

That the economy is in need of 
a good stimulant is evidenced by 
the latest figures on inventory 
trends, which must have been a 
sore disappointment to the many 
prognosticators who have attri- 
buted recent slow business to re- 
duction of stockpiles. Instead, 
stocks on shelves rose by a near- 
record $700 million in May, far 
ahead of the $300 million added 
the previous month. Purchasing 
agents noted that a good part of 
the increase was in finished gods, 
usually a reliable indication of in- 
voluntary accumulation. Left to 
themselves, producers would soon 
have to start cutting output to the 
level of final demand, but the ac- 
tion of the stimulants mentioned 
earlier may enable the economy to 
hold on an even keel for some time. 
If the restoratives that are admin- 
istered, however, are merely pallia- 
tives, then the economy may have 
to face up to the problem of falling 
demand by late this year or early 
1961. 











THE MAGAZINE OF WALL 


STREET 





ceoss 


Perso 
Privat 
Net E 
Gove! 
Fec 
Sta 


ERSON 
Tax & 
Dispe 
Const 
Perso 


ORPO 
Corp 
Corp 
Divid 
Retai 


»>LANT 





MWS & 

MWS 
Steel P 
Auto a 
Papert 
Paperk 
Electric 
Freight 
Engine 
Depart 


| Demar 


Busine 
pane + 


*Seas 
dispo: 
center 
Reser 


No. o 
Issues 
Comp 


srer = ll 


NANSeyYrr>> 


moougunnn 


WOUKWUUUNUWDA SOE OUUY 


nan mm 


| 





JUL) 






































QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
0K | PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
ext —-1960. - — - 1959-—— , ‘ 
Va SERIES Quarter Quarte Quarter Quarter CONSUMERS have lost a good deal 
< r ° ° . 
<i "s "Wy " ; of the optimism they displayed 
— ——__— - ——— earlier this year and are now 
20SS NATIONAL PRODUCT (icbianhiasisiaiiainnte 500.2 483.5 478.6 470.4 rather worried about the business 
on- Personal Consumption ...........cccececeeeee 321.1 317.0 313.3 303.9 This is revealed by th 
en- Private Domestic Invest. ..........-.--:e00++ 79.2 69.7 67.0 70.0 outlook. his is revea eX dy t ie 
Net Exports 1.2 0.6 0.0 —0.9 May consumer survey of the Uni- 
7 Sovernment Purchases .scccsscecessesesseeee 908 97.4 90.4 we versity of Michigan Research 
al- PROIED vecscevessnasonccenpsorssonrovennnconcsovsonenss , , 6 , EE Seedinman data : Santon 
ver SNA istincsheiancnentconenmsiinon 46.5 447 44.8 436 | Service Center, which indicates 
that the public is expecting a re- 
pant peer" wae ccceeeeeoeeseeeneoeeeenennnnnnnns = “es = — cession at some future date, al- 
AV ax ontax Payments ...........cccccceeeee é . . . > - wail . 
~~ Disponsable Income ...........-.- 345.4 340.8 335.2 3274 | though most of those queried did 
Consumption Expenditures .................... 321.1 317.0 313.3 303.9 not anticipate that it would start 
to Personal Saving—d ...........::seseseseseeees , 24.3 23.7 21.9 23.5 for several years. 
ith : ’ ‘ oe 
in a a PROFITS ............. = = = In line with this pessimistic at- 
OrpOrate TAXE|)S .........ccccseceeeeeseeeeeneeeenees d d . . senereneee = . . 7 
im Corporate Net Profit .........sccsscccsssessssss 23.4 23.8 238 | titude, the survey noted that con 
n. Dividend Payments 13.6 13.6 13.4 12.8 sumers have expressed their inten- 
p- Retained Earnings 9.8 10.4 WAI tions of reducing their buying, 
dd -LANT & EQUIPMENT OUTLAYS ............. ' 35.3 33.6 33.4 30.6 especially in the field of cars and 
al houses. Intention to purchase com- 
, THE WEEKLY TREND pact cars continued high, but in- 
- : _— terest in conventional type models 
| Week Latest Previous Yeor} and in used cars fell sharply. 
'y Ending Week Week Ago : 
1e ae <errmenen” saan ae —- wo. dns Although changes in consumer 
¥ M usiness Activity Index”*.... -"9- une , . : J . heap omer” ae oe 
ly MWS Index—per capito’....... 1935-'9-100 June 25 | 2238 2236 229.9 spending usually follow rather 
id | Steel Production ..........0-cssseeeeees % of Capality July 2 54.8 61.0 78.2 than lead business in general, it is 
h } Auto and Truck Production ........ Thousands July 2 158 177 140 significant to note that the public 
| Paperboard Production ........... .. | Thousand Tons June 25 323 317 324 is greatly influenced bv general 
n | Paperboard New Orders ............ Thousand Tons June 25 315 278 306 as B - " i a : Rape 1 th: t as 
) | Electric Power Output® ............-- 1947-'49-100 June 25 267.4 268.0 2503 economic developments and that as 
is | Freight Carloadings ................. Thousand Cars June 25 642 650 698 a consequence their spending may 
g | Engineerings Constr. Awards .....| $ Millions June 30 485 474 decline even though income re- 
s Department Store Sales ............ 1947-'9-100 June 25 125 147 118 mains high 
= Demand Deposits— ..............--. $ Billions June 22 59.6 59.8 60.8 — A 
| Business Failures—s .................... | Number June 23 296 353 256 
I *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
4 | disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
¥ | centers. (na)—Not available. (r)—Revised. (s)—Data from Dun Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
, | Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
y THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
. No. of 1960 1960 1960 (Nov. 14, 1936 Cl.—100) High Low June 24 July 1 
Issues (1925 Ci.—-100) High low June 24 July 1 High Priced Stocks .................. 299.9 271.9 289.1 285.7 
, Composite Average 482.5 429.5 447.6 444.0 Low Priced Stocks ..............:000++ 653.8 564.1 569.7 570.6 
4 Agricultural Implements ........ 424.3 346.4 398.4 402.7 5 Gold Mining ............. 1064.2 810.8 810.8 831.1 
3 Air Cond, (‘53 Ci.—100) ....... 130.1 110.9 116.0 119.9 4 Investment Trusts ... 170.6 145.0 151.8 148.4 
9 Aircraft (‘27 Cl.—100) .......... 1116.1 861.9 961.4 939.3 3 Liquor (‘27 Cl.—100) 1534.5 1158.4 1158.4 1158.4 
: 7 Airlines (‘27 Cl.—100) ......... 1044.6 780.7 890.7 846.7 7 Machinery ........ 512.8 455.3 460.5 455.31 
j 4 Aluminum (‘53 Ci.—100) ...... 521.3 427.5 443.1 427.5L 3 Mail Order .... 446.1 386.9 427.9 409.7 
266.2 209.3 248.0 266.2H 4 Meat Packing ........... ; 286.8 226.7 234.9 237.6 
5 Automobile Accessories .... 531.1 444.4 471.5 466.0 4 Mtl. Fabr. (‘53 Cl.—100) .. 208.6 158.5 160.5 158.5L 
S Astemehes ....<cccercesescecesceees 157.0 104.7 106.2 104.7L 9 Metals, Miscellaneous ......... 399.1 320.8 335.7 343.2 
3 Baking (‘26 Cl.—100) .......... 39.1 34.9 36.4 36.4 ee . 1237.1 956.6 969.3 969.3 
4 Business Machines ......... ; 1422.6 1172.3 1409.4 1369.9 16 Petroleum ....... 736.9 609.0 639.1 624.1 
TE . 809.6 689.4 793.6 785.6 16 Public Utilities ................. 376.2 341.6 372.7 376.2H 
| ener 36.0 28.9 29.3 28.91 6 Railroad Equipment 99.8 87.8 91.8 89.8 
4 Communications .......... 229.9 209.1 222.9 216.0 18 Railroads .................. 70.1 57.3 60.0 58.6 
BF IID cciresosicsnstnninnntensenn 169.2 158.9 167.5 162.3 FO 835.6 690.3 828.3 828.3 
5 Container ............. sienna . 1064.7 949.9 949.9 960.3 11 Steel & Iron . 464.9 362.6 395.2 381.2 
S Commer WIRIAG ....0...ccccc0000000 FIT 298.4 314.8 308.2 4 Sugar .... ee - 100.9 66.7 66.7 66.7 
2 Dairy Products ...............00+ 185.4 146.8 183.9 185.4H 2 Sulphur ... — 655.9 563.1 581.7 569.3 
5 Department Stores ............... . 153.9 135.2 151.0 153.9 11 TV & Electron. (‘2 100) . 119.4 96.6 119.4 117.2 
5 Drugs-Eth. (‘53 Cl.—100) ..... 4747 386.8 457.1 448.3 S| eee 223.0 187.7 189.9 192.1 
5 Elect. Eqp. (‘53 Cl.—100) ..... 334.7 332.9 381.0 373.6 3 Tires & Rubber ........ 255.9 204.2 212.0 206.8 
3 Finance Companies ............. . 689.0 648.8 675.6 689.0 5 Tobacco ....... aaaniide 197.5 182.5 195.6 197.5 
5 Food Brands 477.3 419.3 472.9 472.9 3 Variety Stores ........ 378.5 352.9 378.5 378.5 
3 Food Stores 270.8 250.2 260.5 257.9 14 Unclassif’d (‘49 Cl.—100) . 295.1 250.3 260.9 260.9 
H-—New High for 1960. L—New Low for 1960. 
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Trend of Commodities 





SPOT MARKETS—Spot prices of leading industrial materials 
tended to ease in the two weeks ending July 1, with textiles 
under the greatest pressure. Raw foodstuffs were somewhat 
firmer, although changes were small. The BLS index of 22 
leading commodities lost 0.2% in the period under review 
with the industrial materials component off 0.6%. Burlap, 
print cloth, rubber and lead scrap declined during the period, 
while hides, tallow, tin and wool tops improved. 

Meanwhile, the broad rank and file of commodities, con- 
tinued to mark time. The BLS comprehensive weekly price 
index lost 0.2% in the two weeks ending June 28, due to 
lower farm prices, but the index of all other commodities 
remained unchanged. Judging by recent trends in commodi- 
ties the threat of inflation has virtually disappeared. 


FUTURES MARKETS—Futures prices were responding to indivi- 
dual developments in the two weeks ending July 1 and 
no concerted price trend was in evidence. Soybeans, lard, 
cotton, cocoa and hides were higher, while wheat, rye, world 
sugar, coffee, rubber, copper and zinc were lower. Mixed 
trends prevailed for corn, wool and domestic sugar, with one 
option advancing while another declined. 

Wheat futures drifted lower during the fortnight, with 
the December option losing 1 cent to close at 19134. Crop 
news from major foreign wheat producing areas has been 
favorable, foreshadewing a possible drop in export demand 
for our output. However, wheat futures are selling under 
Government support levels and this should bolster prices b; 
drawing a large volume of wheat into the loan. 
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BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec. 6 
1947-1949—100 Date Date Ago Ago 1941 


June 28 119.4 119.6 119.7 60.2 
June 28 88.0 89.1 89.8 51.0 
June 28 128.3 128.3 128.2 67.0 


All Commodities .. 
ee 


Non-Farm Products 


22 Sensitive Commodities .. July 1 85.2 85.4 87.2 53.0 
9 Foods seeiiaeaiibtaint July 1 77.5 77.2 805 46.5 
13 Raw Ind’‘l. Materials July 1 90.9 91.4 92.1 58.3 
OS. casuinepscevisitetinnti July 1 926 92.8 947 54.46 
We IID - icietoisnitnionien July 1 797 807 79.9 56.3 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1960 1959 1953 1951 1941 


High of Year .... | 160.0 161.4 162.2 215.4 85.7 
Low of Year .... 157.5 152.1 147.9 176.4 74.3 
Close of Year .... | 158.3 152.1 180.8 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1960 1959 1953 1951 1941 


High of Year .... 148.7 152.7 166.8 215.4 84.6 
Low of Year ...... 144.5 144.2 153.8 174.8 55.5 
Close of Year .... 147.8 166.5 189.4 84.1 
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A-M Aggregates... . 
Essential to Heavy Construction os 
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Through its many quarry operations, American- 
Marietta supplies aggregates to construction con- 
tractors and the ready-mix concrete industry in 
growing areas of the nation. 


In addition to its permanent facilities, which serve 
large centers of demand, American-Marietta 
operates portable stone crushing plants. With these 
plants, A-M is able to efficiently process aggregate 


materials from its quarry locations along routes of 


highway construction and near large projects such 


as airports and dams. 


Adequate for many years of high level production, 
American-Marietta’s raw material reserves are 
strategically located to meet steadily expanding 
requirements for aggregates used in industrial, 


commercial and public construction. 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, ““The Years Ahead: 1960 To 


1975.” The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois 


PAINTS + PRINTING INKS + DYES + RESINS + ADHESIVES 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT + HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS « LIME + REFRACTORIES + CEMENT 


Progress through Research 


iN 





American-Marietta 
Company 
Chicago 11, Illinois 








What Now—For Companies 
That Raised Or Cut Dividends 
This Year? 





(Continued from page 477) 


which decreased its dividend 
early this year, has suffered from 
rapidly declining profit margins 
in the past few years reflecting 
the reduction of activity in the 
oil industry. Prior to 1958 the 
record was one of sizable growth 
and the market was slow to rec- 
ognize that earnings would be 
affected seriously. Prices held up 
through 1958 and much of 1959 
and then dropped sharply. At a 
multiple of 10 times estimated 
$2.00 earnings for 1960 the issue 
is still well above the long term 
average P/E multiple. The pres- 
ent $1.20 dividend provides a 6% 
yield, but with the continued un- 
certain outlook in the oil indus- 
try, this is not a particularly 
defensive issue even at the cur- 
rent price. This issue provides an 
excellent example of the thesis 
that high yields are indicative of 
risk rather than stability in the 
current market. 

In the aircraft industry both 
Temco and Curtiss-Wright low- 
ered their dividends during tlre 
past year. The latter company 
has had operating management 
difficulties and has lost its prime 
position in the manufacture of 
aircraft engines. Cash is now 
being conserved for a diversifica- 
tion program and to finance the 
development of new _ products. 
The longer term growth pros- 
pects, however, remain uncertain. 
Temco which omitted its divi- 
dend last March because of a 
rapidly sinking profit margin 
was primarily a subcontractor for 
manufacture of aircraft. The out- 
look of this company has been 
materially changed, however, by 
the proposed merger with Ling- 
Altec. Assuming stockholder rati- 
fication, which appears likely, the 
new company might be an inter- 
esting combination of an aircraft 
monufacturer and an organiza- 
tion specializing in radio com- 
munications and electronics. Its 
long term future at this time, 
however, is uncertain. 

For the coming year the pat- 
tern of dividend increases and 
decreases is quite likely to he 
similar to 1959 in that there will 


492 


be no major groupings but rather 
individual companies that are 
capable of increasing their mar- 
gins under present economic con- 
ditions, and others that are not. 
Thus there will be no end to the 
selectivity that has characterized 
recent market trends. END 





Two New Plans For 
Monetary Stability 





(Continued from page 467) 


or hinder imports and stimulate 
exports, (departing from a Fried- 
man-desired free trade policy) ; 
or ® 3) follow a monetary policy 
which would be tighter than do- 
mestic considerations would re- 
quire and thus unnecessarily op- 
erate the economy at a low level 
of output. 

To justify his position he pre- 
sents the astounding thesis that 
once the fixed price of gold were 
abandoned, the “free market” 
price might decline below $35.00 
per ounce, arguing as follows: 
“A major reason why foreigners 
and others wish to hold gold is 
because it is convertible into dol- 
lars at a fixed price. The real de- 
mand is for dollars. If we aban- 
doned support of the price of 
gold, but, let us say, retained our 
present stock, the demand for 
gold would be altered since gold 
would no longer have the property 
of conferring command over a 
fixed number of dollars. The re- 
sult might be a decline rather 
than a rise in the world price of 
gold.” Along with this proposal 
to remove the gold price prop, 
Friedman also advocates the 
abandonment of “even less justifi- 
able commitments” of the govern- 
ment to purchase silver (an idea 
in which we concur). 

But the Soviets, with their 
huge stock of gold would then 
have a free field in which to 
utilize their gold to create 
chaos in global markets with 
“hit and run” operations. 

He concludes that, together 
with a system of flexjble exchange 
rates, a maximum degree of in- 
ternational cooperation among 
countries, along with free trade, 
will be attained, while each 
country can have the greatest 
freedom to conduct an indepen- 
dent internal monetary policy. 
However, the very uncertainty 





created by completely flexible 
rates would inhibit many financial 
operations, hinder trade and al- 
low for questionably motivated 
black market operations, as Trif- 
fin clearly demonstrates. 

(It must be stated that much 
of Dr. Friedman’s program is con- 
cerned with reform of domestic 
banking and monetary arrange- 
ments, many of which are reall) 
outside the scope of this article 
itself concerned mainly with in 
ternational monetary relation. 
ship.) 

However, we present some of 
the interesting points he makes: 
> 1) The money supply (defined 
by Friedman to include currency 
in the hands of the public plus 
adjusted demand deposits, and 
plus time deposits in commercial 
banks) is the basis on which to 
formulate monetary policy. (This 
is in opposition to the British 
Radcliffe Report conclusion that 
“liquidity” and the level of in- 
terest rates are the prime con- 
siderations for the monetary au- 
thorities to be guided by, rather 
than the supply of money. The 
two views have merit, logically 
leading to the conclusion that 
both are important.) 





> 2) The money supply—econom- 
ic conditions in general—have 
been more unstable from 1914 
(when the Federal Reserve Sys- 
tem began operations) to 1958 
than from 1867-1914. Monetary 
disturbances are presumed, 
through detailed analysis, to have 
been contributing causes to eco- 
nomic fluctuations. Government 
intervention in monetary matters 
has proved to be a source of in- 
stability. Therefore, Friedman 
proposes to have the stock of 
money automatically and obliga- 
torily increased by the Federal 
Reserve at fixed rate of 3% to 
5% a year, “without any vari- 
ation in the rate of increase to 
meet cyclical needs.” 


In Conclusion 


Most of Dr, Friedman’s many 
proposals are concerned with tech- 
nical domestic banking proce- 
dures and a 100% reserve system 
for commercial banks. If that is 
not done, the institution of uni- 
form reserve requirements for all 
banks and classes of deposits is 
recommended. His plans are con- 
troversial, to say the least, but 
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MANHATTAN 





CHARTERED 1799 


THE 


CHASE MANHATTAN 


BANK 


HEAD OFFICE: New York 15 


Statement of Condition, June 30, 1960 


ASSETS 


Cash and Due from Banks . 
U. S. Government Obligations . . .. . 
State, Municipal and Other Securities 
Mortgages . 
Loans 

Less: Reserve re a ins 
Banking Houses . — 
New Building under Construction 
Customers’ Acceptance Liability . 


Pe meee . tllc6tllctcthl thl elle Ue 


LIABILITIES 


Deposits . . « «© © «© © © « « » 
Bills Payable . . . e+ wow a 
Foreign Funds Borrow ed oe «© 
Reserve for Taxes . . . « « + 
Acceptances Outstanding . . . . 
Other Liabilities . . . . «© «© © © «© « « 
Reserve for Contingencies .. . 
Capital Funds: 
Ca apital Stock . . » « « «+ $167,879,250 


430,340 Shares—$12.50 Par) 


400,000,000 
104,019,799 


Surplus . . . -. + «© « »« 
Undivided Profits. . ... - 


$2,112,595,996 
1,124,918,619 
433,886,473 
245,264,216 


4,235,196,604 
110,765,037 


29,530,768 
94,518,184 
184,683,595 
71,591,170 


$8,421,420,588 





$7,346,041,988 
64,275,000 
3,795,741 
42,687,932 
197,813,360 
79,969,282 
14,938,236 


671,899,049 





$8,421,420,588 








Of the above assets $578,474,682 are pledged to secure public deposits and for other 
purposes, and trust and certain other deposits are preferred as provided by law 
Securities with a book value of $45,995,082 are loaned to customers against collateral 


r 


Member Federal Deposit Insurance Corporation 











represent an informed, and 
thought-provoking point of view, 
even if one would violently dis- 
agree with his suggestions. It 
would be difficult, however, to dis- 
agree with his conclusion that... 
“monetary policy is but one seg- 
ment of total government policy, 
let alone the far wider range of 
private and public economic ar- 
rangements that affect the course 
of events. And even if we could 
improve governmental policy in 
other areas as much as our limit- 
ed knowledge and understanding 
would permit, some uncertainty 
and instability would remain. 
After all, uncertainty and _ in- 
stability are unavoidable concomi- 
tants of progress and change. 
They are one face of a coin of 
which the other is freedom.” 

It has been the purpose of this 
rather brief review to show that 
at least two serious economists, 
of diametrically opposed philoso- 
phies, see the necessity for con- 
sidering changes in our national 


and world-wide monetary sys- 
tems. While we have the luxury, 
capacity and the freedom of being 
able to formulate and perhaps 
test new departures from en- 
trenched dogmas—such as the ir- 
rational gold complex, so deeply 
anchored in many populaces—we 
should take advantage of it. If 
the “exact” physical sciences have 
proven, throughout history, and 
especially now, that many rigid 
“laws” are merely  stepping- 
stones to new discoveries, the pos- 
sibility of which the “laws” them- 
selves had denied, then surely the 
“social” science of economics 
should have even more flexibility. 
This is not to say that one must 
agree with, or accept, all or part 
of either the Triffon or Friedman 
programs. It is to demonstrate 
that we need more such thinking, 
rather than an automatic closed- 
minded submitted to the rule of 
gold, that ancient and outmoded, 
economic symbol of “power.” 
END 








This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities 
he offer is made only by the Prospectus 


$50,000,000 
Montgomery Ward Credit Corporation 


448% Debentures, 1980 Series 
Due July 1, 1980 


Interest payable semi-annually on January 1 and July 1. 
Not redeemable prior to July 1, 1968 


Price 99'42% and Accrued Interest 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


Lehman Brothers 


Blyth & Co., Inc. 


Eastman Dillon, Union Securities €% Co. 
Kidder,Peabody &Co. 


Merrill Lynch, Pierce, Fenner &% Smith 


Harriman Ripley & Co. 
Carl S. Lock, Whendes €F% Co. 
Smith, Barney & Co. 
White, Weld & Co. 


June 28, 1960 


The First Boston Corporation 
Glore, Forgan & Co. 


Lazard Fréres€*Co. 


Incorporated 


Stone &* Webster Securities Corporation 


Dean Witter €% Co. 











Bank Stocks At Mid-Year 





(Continued from page 473) 


later than July 28, 1962 the cen- 
tral reserve cities of New York 
and Chicago will become reserve 
cities. Assuming no change in re- 
reserve requirements, this would 
reduce the New York City bank’s 
required reserves from 18% of 
demand deposits to 161%. The 
release of 11,% of demand de- 
posits for loans or investments 
could add materially to the earn- 
ing assets and earnings of New 
York City banks. 

> International Banking Opera- 
tions—New York City banks are 
in a superior position to capitalize 
on the increasing size and activity 
in the field of international bank- 
ing operations. The New York 
banks as a group have had larger 
foreizn departments than most 
interior banks. As foreign trade 
increases, the New York banks, 
many of which have been 
strengthening their international 
staffs and adding to their foreign 
branches, should be able to de- 
velop greater earnings from this 
field of activity. 


Labor Saving Devices 


With respect to banks in all 
parts of the country, the progress 
being made in the use of electron- 
ic computing and data processing 
equipment promises to make pos- 
sible substantial increases in effi- 
ciency of operations. Equipment 
already in use is helping to keep 
operating costs under closer con- 
trol. Within the next few years, 
widespread adoption of the uni- 
form check with magnetic ink im- 
printations is expected to simplify 
greatly procedures in check hand- 
ling. While it is difficult to meas- 
ure precisely the savings which 
may be expected to be realized 
from greater automation in bank 
operating procedures, it is expect- 
ed that they will be significant. It 
is noteworthy that in case of New 
York City banks, the improve- 
ments in efficiency already real- 
ized have enabled such banks to 
reduce the percentage of salaries 
and employee benefits to total in- 
come from 31.8% in 1955 to 
28.6% last year. 
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XERIANAASSIAN, 


analyzes copper ores more efficiently 


The unique application of the X-Ray Quantrol*, now 
in use at Anaconda, Montana, can sample and assay 
copper values in approximately two minutes. By con- 
trast, previous methods took anywhere from 2 hours 
to 2 days. As a result of this important speed-up, 
it is now possible to obtain far more reliable data, 
contributing to improved extraction of metal values 
from the ore. 

The Process Control System developed by Ana- 
conda, is one of many ways by which the Company 
constantly improves quality and expands basic knowl- 
edge about nonferrous metals. For another example, 
look to The American Brass Company, a 100° 
owned subsidiary of Anaconda. The Brass Company 
has recently broken ground for a $1,500,000 research 
center in Waterbury, Connecticut. Facilities will 





include metallurgical, corrosion and chemical labo- 
ratories in addition to equipment for experimental 
production. This opens the way to new, significant 
advances in the area of product development. 

All along the line, through extensive mineral ex- 
ploration and geological investigations, as well 
through laboratory research, Anaconda keeps pace 
with industry’s ever-changing requirements. As new 
applications for nonferrous metals multiply, so does 
the need for a constant and dependable supply. 

Through Anaconda, these demands are met not 
only in quantitative terms, but qualitative as well, 
with a continuing supply of copper, brass and bronze 
precisely suited to specific product requirements, in- 
cluding those in the minds of men as well as those on 


the board and in production. 


*Quantrol is an Applied Research Laboratories trademark 
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ONE OF THE WORLD'S 
DISTINGUISHED RESTAURANTS 


575 Park Avenue at 63rd St 
NEW YORK 


LUNCHEON 
COCKTAILS 
DINNER 
SUNDAY BRUNCH 


Open seven days a week 


BANQUETS & PARTIES 
Old -Tel) a Ot- ae Ma lelslela-ce| 


For Reservations: Michel 


TEmpleton 8-6490 


ONE OF NEW YORK’S 
FINER HOTELS 


On the city’s most famous 
thoroughfare, 5th Avenue in 
exclusive Washington Square. 
Spacious single rooms from $10 
daily. With air-conditioning from 
$12-$14. Lavish 2 & 3 room apart- 
ments with serving pantries 
Television available. 
SPECIAL RATES 
on a monthly 
basis. Additional 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 





Write for descriptive brochure 
N. Scheinman, Managing Director 


24 FIFTH AVENUE at 9th STREET 
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In Conclusion 


Bank stocks as a group may not 
have the full speculative appeal 
of some of the more glamorous 
“growth” stocks. However, bank 
stocks do have many solid virtues 
which make them sound invest- 
ment securities. They perform 
essential services in providing 
short term credit to finance the 
carrying of business inventories, 
as well as many other corporate 
and personal services. Banks 
are strictly supervised by several 
regulatory agencies including 
State Banking Departments, the 
Federal Reserve System and the 
Federal Deposit Insurance Cor- 
poration, Most of the major banks 
have long unbroken records of 
cash dividend payments and their 
steady gains in earnings, divi- 
dends and book values, have made 
the stocks of these institutions 
excellent investments for depend- 
able income and modest appre- 
ciation. 

@ Among the New York City 
banks, the banks with large 
branch office systems presently 
are in the best position to take ad- 
vantage of expansion possibilities 
into Nassau and Westchester. 
These include First National City 
Bank and Chase Manhattan bank, 
the two largest banks in the city, 
having together about 45% of the 
city’s deposits. They also include 
Chemical Bank New York Trust, 
Bankers Trust and Manufacturers 
Trust. 

@ Among banks in other areas 
which have large branch systems 
and whose services areas appear 
to have superior growth possibili- 
ties are Wells Fargo American 
Trust Company of San Francisco, 
Security First National Bank of 
Los Angeles, Crocker-Anglo 
National Bank of San Francisco, 
Mellon National Bank of Pitts- 
burgh and National Bank of De- 
troit. 

The major bank holding com- 
panies (not included in the ac- 
companying table because their 
figures for the first 6 months have 
not yet been published) also are 
in an excellent position to capi- 
talize on the growth of wide- 
spread areas of the county. Chief 
among these systems are First- 
america Corporation, Marine Mid- 
land Corporation, Northwest Ban- 
corporation and First Bank Stock 
Corporation. END 








Integrated Companies With 
High Investment Status 
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tern, however. 

Sears-Roebuck, though predomi- 
nantly a mail order and merchan- 
dising organization, is neverthe- 
less a surprisingly well integrated 
company. Its 430 stores and 913 
catalog outlets are the outer trap- 
pings. Behind these, however, 
there are 16 factories owned by 
the company, and an additional 
47 that Sears has a large financial 
interest in. Although these manu- 
facturing facilities do not produce 
nearly all of Sears’ needs, they do 
help the company maintain its 
leadership in new consumer prod- 
uct development. 

As another sign of its integra- 
tion, Sears-Roebuck pioneered the 
modern credit boom by integrat- 
ing credit operations within its 
own organization rather than 
using factors or other commer- 
cial lenders. Today, Sears Ac- 
ceptance is one of the largest 
credit organizations in the world, 
although it clears only Sears 
paper. 

Integration has paid off hand- 
somely for this company. The 
ability to develop well-rounded 
executives intimately familiar 
with both the manufacturing and 
merchandising process has given 
its personnel a know-how far 
above the general level in the 
industry—and has given the com- 
pany an edge over its competi- 
tors. Moreover, the cost control 
training these people have re- 
ceived makes Sears one of the 
most efficient. It consistently has 
the highest profit margins in the 
industry. 

At current prices Sears is not 
cheap, but the steady growth of 
earnings makes it a worthwhile 
blue chip holding for the patient 
and careful investor. 

Corning Glass Works also pre- 
sents some deviation from the 
normal pattern. Its integration 
did not start from raw material 
ownership. Rather, its interest in 
making glass led the company to 
acquire raw materials producers 
to assure both quantity and qual- 
ity of its supplies. 

Corning’s integration encom- 
passes just about every major 
use of glass. Interestingly, the use 
of glass for vacuum tubes has also 
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The FIRST 


NATIONAL CITY BANK 
of New York 
Head Office: $5 Wall Street, New York 


173 Branches, Offices and Affiliates Throughout the World 
87 in Greater New York 86 in 29 Countries Overseas 
eeeeevseeeeeeeeeeee#ee#se#ee?e 





Statement of Condition as of June 30, 1960 


ASSETS 
Cassy anp Due From Banks. . . . . . . « $1,884,586,93¢ 
Unitrep States GOVERNMENT OBLIGATIONS. . . 1,207,787,805 
STATE AND Munlicipa. SECURITIES. . . . . . 431.387.986 
OTHER SECURITIES 101.648.98 
ee eae ee ee ee eee $26,856,585 
Customers’ Acceptance LIABILITY . . . 126,461,529 
Feperat Reserve Bank Stock . . ... . 18.744.000 
INTERNATIONAL BANKING CORPORATION . 2... 7.000.000 
Bank Premises, FURNITURE AND EQuIPMENT. . 77.955 455 
Irems IN TRANSIT WITH OVERS! BRANCHES. . 29.447.400 
Orner Assets .. . ; i om em % 10,762,819 
Pe «ae we we. « ~ . « «) 6 $8,162,639,502 
LIABILITIES 

Deposits $7,173,331,619 
LiaBILITy ON ACCEPTANCES 134,663.81 
ForEIGN Funps BorrowepD 3; gt ok oe ‘ 410,900 
RESERVES: 

UNEARNED INCOME ate «+ “Se ea @ 40,225 .06¢ 

TAXES AND AcCRUED EXPENSES. . 2. . es 65,073.76 

DivipEND .. 4,590,000 
SHAREHOLDERS’ Equity: 

a $244,800,000 

(12,240,000 Share $20 Par 
SurpLus... 380,000,000 
Unpivivep Prorits . . . . . 119,544,333 744.344.333 


Total 


Figures of Overseas Br che rea { 
United States Government Obligatior und other assets carried at $591,835,443 
are pledged to secure Public and Trust Deposits and for other purposes 
required or permitted by law 
Member Federal Deposit Insurance Corporation 





Affiliate of The First National City Bank of New York for separate 
administration of trust functions 


FIRST NATIONAL CITY TRUST COMPANY 
Head Office: 22 William Street, New York 


Capital Funds $32,722,648 





DIRECTORS 


STANLEY C. ALLYN 
Chairman of the Board. The National 
Cash Register Company 

GEORGE F. BAKER. JR 


Trustee, George F. Baker Trust 


JOHN E. BIERWIRTH 
Chairman of the Board. National 


Distillers and Chemical Corporation 
HARLES M. BRINCKERHOFF 
President, The Anaconda Company 
PERCY CHUBB, 2nd 

President, Chubb & 

IWIN FOLLI 

Chair { the Board, Standard Oil 
C pany of Califorma 
J. PETER GRACE 

President. W. R. Grace & Co 
JOSEPH A. GRAZIER 

President, American Radiator & 

lard ynitary rporatior 
f E A. GUE N 
r Vice-F t 

HARRY HAGERTY 

V “rma Met lita 

l ance ( y 
H. MANSFIELD HORNER 

t ted A ft 


JOHN R. KIMBERLY 


Ch f the F 
Kimberly-Clark 
ROGE LLIKEN 
Pr t ¢ ' 
| porat 
t t RE 
President 
HARLES G. MORTIMER 
b General Foods Corporatior 


ALEXANDER C. NAGLE 
Exchange Place 

CHARLES C. PARLIN 

hearman & Sterling & Wright 
RICHARL PERKINS 

Chairman of the Executive Committee 
CLIFTON W. PHALEN 

President, New York Telephone 

{ pany 


JAME ROCKEFELLER 
hairma 


WILLIAM C. STOLK 
ha 


( an of the Board 

Ame Can ( pany 
REGINALD B. TAYLOF 

Wilhamsville, New York 


ALAN H. TEMPLE 
Vice-Chairma 


LEO D. WELCH 
hairman of the Board, Standard 
| Company New Jersey 


ROBERT WINTHROP 
Robert Winthrop & C 


SENIOR MANAGEMENT 


JAMES S. ROCKEFELLER 


Chairman 
RICHARD S. PERKIN 

Chairma f the Executive Committee 
GEORGE S. MOORE 

President 
ALAN H. TEMPLE 

Vice-Chairman 


J. HOWARD LAERI 
Executive Vice-President 
THOMAS R. WILCOX 
Executive Vice-President 
WALTER B. WRISTON 
Executive Vice-President 
C. STERLING BUNNELL 
enior Vice-President 
GEORGE A. GUERDAN 
Senior Vice-President 
A. HALSEY COOK 
Vice-President Operations 
ERNEST W. REDEKE 
Comptroller 




















IBM 


1682n0 CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable September 
10, 1960, to stockholders of 
record at the close of busi- 
ness on August 10, 1960. 





C. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 28, 1960 


IBM. 


| INTERNATIONAL BUSINESS MACHINES CORP 

















CELOTEX 


EG VS Par OFF 


DIVIDEND NOTICE 


| The Celotex Corporation 
has declared dividends of 


25c per common share 
25c per preferred share 


for the quarter ending July 
31, 1960 


Payable July 30, 1960 
to stockholders of record 
July 7, 1960 

Cc. W. JOHNS 


Treasurer 














made Corning one of the most 
important suppliers of electrical 
and electronic products. The in- 
creasing use of ceramics in elec- 
tronics will further enhance Corn- 
ing’s position in this dynamic new 
industry. 

In addition, Corning never rests 
in its quest for new avenues of 
growth or for raw materials. Its 
jointly owned Dow-Corning Cor- 
poration manufactures silicone 
products for the consumer, indus- 
try and defense. Products include 
water repellents, lubricants and 
protective coatings. Owens-Corn- 
ing Fiberglas, another joint op- 
eration, is a leader in the glass 
fiber field, and turns out such 
products as insulation, fiber boats, 
curtains and lighting fixtures. 

With Pittsburgh Plate Glass, 
Corning turns out glass building 
blocks; and in partnership with 
Sylvania the company is pioneer- 
ing in the development of nuclear 
fuels. 

Corning’s earnings have grown 
slowly in the last decade, reflect- 
ing the costs of establishing these 
many areas of operation. The 
$3.57 earned in 1959, however, 
indicates that the payoff is begin- 
ning, and that the future will hold 
more rewards for stockholders. 

Johns-Manville, the dominant 
company in the asbestos field, is 
also a fully integrated operation. 
The Jeffrey (Asbestos) Mines in 
Quebec are among the largest in 
the world, providing raw materi- 
als for the company’s 36 plants 
in the U.S. and Canada. 

The company’s product line is 
completely integrated, comprising 
a full line of building materials 
and other asbestos products. 
Moreover, unlike the many lesser 
companies that make the head. 
lines, JM’s acquisitions have been 
designed to further its basic po- 
sition in the building field. 








The Board of 
1 quarterly 


dividend of sixty 


Cities Service 
COMPANY 
Dividend Notice 


Directors of Cities Service Company declared 


cents ($.60) per share on its 


Common Stock, payable September 12, 1960, to stockholders 


of record at the close of business August 19, 1960. 


June 20, 1960. 


FRANKLIN K. FOSTER, Secretary 
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The best example was the ac- 
quisition of its Fiber Glass divi- 
sion last year. In one move, JM 
became a major factor in a field 
that will soon compete heavily 
with asbestos products. Now the 
company is protected. The same 
thinking resulted in the take over 
of Schundler & Co., a leader in 
the production of Perlite, a non- 
combustible material used for 
roofing. 

JM paid high for Glass Fibers, 
but the move has already brought 
increased profits. Earnings last 
year rose to $3.73 per share de- 
spite a larger number of shares. 
In the previous year net had been 
$2.82. The current $2.00 dividend 
is well covered and may be raised 
in the near future. 


Investment Status of Integrated 
Companies 


From the previous descriptions 
it becomes apparent that integra- 
tion is almost synonymous with 
one of the most important ele- 
ments of company growth—new 
product development. It is the 
integrated companies, constantly 
seeking new outlets for their 
basic materials, who have taken 
the lead in product research. In 
the process, the companies have 
constantly developed new sources 
of earnings power and thus 
avoided the stagnation that be- 
falls others who concentrate too 
heavily on a few established 
products. 

For investors, therefore, the in- 
tegrated companies provide many 
advantages. 

First, they offer diversification, 
since each of these companies is 
firmly entrenched in several dif- 
ferent industries. Goodrich, for 
example, is a major chemical and 
plastics organization in addition 
to its basic rubber business. 

Second, the integrated compa- 
nies have more sources of earning 
power and obtain more tax ad- 
vantages than the non-integrated 
companies. Tax benefits may not 
be the ideal way to generate prof- 
its, but in an era of high taxation 
legitimate tax deductions are a 
valuable fact of life. 

The Supreme Court and the 


Congress have recently taken 
away some of the advantages of 
depletion allowances for inte- 


grated companies, but in most 
cases substantial benefits still re- 
main. The dollars saved may not 
show up in net income per share, 
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it they are part of cash-flow, 
and thus provide important cash 
for expansion without threaten- 
g¢ dividend payments. 
Third, and perhaps most im- 
rtant, is the fact that the in- 
grated companies are almost 
variably well managed. Their 
ze attracts talent; and their or- 
inization is conducive to the 
aining of men well versed in 
imerous related industries. 
With all these advantages it 
no wonder that the list of 
lue chip companies is heavily 
eighted with integrated compa- 
es. END 





\ “Wrap-Up” Of The Sugar 
situation And The Companies 
Involved 





(Continued from page 480) 


th of which supply major por- 
tions of our needs but which have 
underlying problems precluding 
‘xpansion of their sugar indus- 
ry. Sugar has long been Hawaii's 
1umber one crop, and sugar pro- 
duction has been the subject of 
xtensive research leading to a 
nore sophisticated and more ma- 
ure industry than that of most 
ther areas, But the limited 
amount of available land, and the 
pressing needs for this land for 
other purposes, suggest no great 
increase in future years. 

The problems facing Puerto 
Rico are very similar, with the 
idditional factors of generally 
poorer weather and a growing 
temptation by newly attracted in- 
lustry for the agricultural work- 
‘rs. The major Puerto Rican 
companies, Central Aguirre, Faj- 
ardo Eastern, and South Puerto 
Rican Sugar thus have little in 
the way of growth to look for- 
ward to, and no major benefits 
from reallocation of Cuba’s share 
of their market. However, South 
Puerto Rico sugar does derive 
about 70% of its revenues from 
the Dominican Republic, which is 
in a position to increase its sup- 
plies to the U.S. (current quota, 
81,457 tons), with a current ex- 
cess of about 200,000 tons avail- 
able. 

Philippines to Benefit — This 
leaves only the Philippines with 
both a large share of our quota 
and the ability to increase out- 
put significantly. It is certainly 
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fitting that they should receive a 
larger share, since their partici- 
pation has actually been reduced 
since the Sugar Act went into 
effect. While production was de- 
pressed severely during World 
War II, post-war output has been 
moving forward at a rapid clip, 
climbing from a low of 70,000 
tons in 1946 to an announced sur- 
plus of some 300,000 tons over 
and above their 980,000 ton quota 
for 1960. Under the new resolu- 
tion, after the 5 countries with 
quotas under 10,000 tons bring 
(if they can) their shipments up 
to the 10,000 ton level, the Philip- 
pines would get 15% of the re- 
maining Cuban reallocation, with 
the possibility of supplying even 
more if it is not available else- 
where. Commitments in the Phil- 
ippine Industry are possible—for 
example, San Carlos Milling is 
traded on the American Exchange 
—but currency restrictions and 
nonresident withholding taxes cut 
into the yield, and the shares have 
already witnessed sharp price 
gains on the news of the increased 
allocation. 

Increased Quotas for Latin- 
America — There remain. then, 
the other foreign areas with little 
American representation, such as 
Brazil, Mexico, Peru, Dominican 
Republic and others, and the do- 
mestic beet and cane producers. 
And from the investment stand- 
point, there is also the raw sugar 
refining industry, with specific 
quota, but some interesting po- 
tential as events are proving. 


The Refiners 


No matter where the raw sugar 
comes from, be it Cuba, or else- 
where, the refining industry cares 
little. This group is dominated by 
American Sugar Refining, which 
processes about 30% of refined 
cane deliveries, a volume roughly 
double that of its largest com- 
petitor, National Sugar Refining. 
While both of these issues have 
felt the effects of stiff competi- 
tion, American has been more 
successful in controlling its costs; 
however, inasmuch as this com- 
pany coes have a Cuban subsidi- 
ary, the stock has been regarded 
as more risky and has generally 
sold at the lower multiple. With 
earning power in the neighbor- 
hood of $3 per share from do- 
mestic operations, including a 
major interest in the Spreckles 
companies, one of the most favor- 


ably located beet processors, the 
shares merit some attention here, 
now that an increase in beet sugar 
demand is probable. 


The Beet Sugars 


As for the beet industry, the 
fact that it is not in a position 
to take much more than the 160,- 
000 tons now added to its quota 
is not a valid reason for frowning 
on the investment merits of the 
group. Quite the contrary, as dis- 
cussed in these pages in Decem- 
ber, the beet industry has been 
making great strides towards im- 
proving both capacity and effi- 
ciency, and those companies pro- 
cessing beets from the West 
Coast states are likely to show 
good gains in coming year. Com- 
petition is keen, naturally, but the 
better companies such as Great 
Western Sugar, American Crys- 
tal, and Holly Sugar offer good 
potentials both for speculation or 
investment. 

Domestic cane growing is lim- 
ited by climate in the U.S., and 
now is undertaken only in Florida 
and Louisiana. As can be seen 
from the table, this group sup- 
plies only a small part of total 
needs, and because of land limita- 
tions and relatively advanced 
growing practices, further gains 
are not likely to be large. 


In Conclusion 


Obviously, the industry today is 
in the throes of changes more 
dynamic than any witnessed since 
regulation began 214 decades ago. 
The exact outcome of quota re- 
allocation, plus the course of new 
legislation when the Act comes up 
next year for reconsideration un- 
der a new administration, cannot 
be accurately predicted at this 
time. And of course the actual 
extent of action against Cuba will 
be of considerable significance to 
all areas of our sugar industry. 
Yet the probabilities we have dis- 
cussed seem most likely, with a 
continued upward revision of in- 
vestor esteem for the leading 
beet companies, less uncertainty 
for the raw sugar refiners. Castro 
or no Castro, there will be a con- 
tinuing flow of sugar into Amer- 
and with it, 


ican sugarbowls, 

earnings for our American in- 

dustry. END 
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A First-Hand Report On... 
Fire-Breathing Red China’s 
Threat Of Industrial Might 





(Continued from page 459) 


of Communist China depends 
heavily on the Soviet Union for 
support. Most advanced weapons 
and complex equipment are sup- 
plied to the Communist armed 
forces by the USSR. In addition, 
Communist China depends on in- 
dustrial machinery and technical 
assistance from the USSR to 
build up its own munitions indus- 
try.” 

He says the Chinese army has 
“much improved” since’ the 
Korean war with “Soviet assist- 
ance in training and moderniza- 
tion” and can handle small opera- 
tions of “relatively short dura- 
tion, as in Tibet,” by itself. 

But it has not the capacity to 
carry out major operations alone, 
according to Dulles. 

>To sum up: Communist 
China has made considerable pro- 
gress toward building the heavy 
industry base she wants as a 
take-off platform for achieving 
real power but she has a long, 
long way to go before she can be 
considered a major industrial 
power. 

> Transportation troubles, raw 
material shortages, bureaucratic 
inefficiency, lack of enough train- 
ed personnel and a number of 
other difficulties will continue to 
plague her. 

> Even in the sphere of heavy 
industry, where the Chinese have 
made greatest progress, their 
claims are grossly exaggerated. 
The country is far from being a 
real industrial power. Its claim 
that it will overtake Britain with- 
in ten years in output of such 
major items as coal, pig iron and 
steel is simply propaganda. 

> Militarily, the Chinese Com- 
munists still would require large- 
scale and continuing Russian sup- 
port to undertake any major ac- 
tion. 

> They need a lot more Soviet 
assistance before they can accom- 
plish their industrial objectives 
and pay some attention to broad- 
ening their economic development. 

> Whether they will ever have 
time to achieve their goals is un- 
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certain when one considers all the 
factors—economic and political— 
which enter the picture. Impor- 
tantly, even more than Russia 
they lack the food supply neces- 
sary for their fighting men and 
civilians alike. 

The Russians can read history 
as well as anyone else. They know 
that Red China, tremendously 
useful as a dependent junior 
partner, might well become more 
a menace than a friend if she ever 
achieved true industrial power. 

There is undoubtedly a cut-off 
point, or a _ tapering-off point, 
somewhere in the Russian pro- 
gram of developmental aid to 
China. 

It is, of course, unwise to un- 
derestimate the enemy. But it 
also is foolish to credit him with 
the potentialities he claims, but 
does not possess. This can lead to 
appeasement and conciliation at- 
tempts when the reverse would 
be the far wiser policy. END 





For Profit and Income 
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on. Air conditioning alone has 
had tremendous growth in the 
last ten years, shifting the indus- 
try’s peak-load season from 
winter to summer. Coming up is 
electrical home heating (mainly 
the resistance method and to a 
much smaller extent the heat 
pump) and the “all electric’’ 
home. Some in the industry think 
that in the present generation, or 
perhaps even in a decade, home 
heating might use more electrici- 
ty than all present appliances 
combined. It is now a small factor 
in the total, but the growth rate 
is impressive. One survey put the 


number of resistance heated 
buildings (mostly homes) at 
581,000 as of June 30, 1959, 


against 290,000 at the end of 
1957. Indicative of more recent 
growth, American Electric Power 
Company added 5,300 electrically 
heated homes to its system in 
1959, bringing the total to 19,600 
in a one-year gain of 37.6%. We 
have recommended a number of 
utility stocks. Stay with them 
and/or buy more. 


Foreign Profits 
Some U. S. companies with im- 


portant foreign operations have 


the following advantages: (1) 
better foreign than domestic 
operating margins; (2) greater 
foreign than domestic growtl 
potentials; (3) a cushion of for 
eign profits in dispersed areas 
which could offset any likely re- 
cession shrinkage in domestic 
profits. Some good examples are 
Coca-Cola Company, Colgate-Pal- 
molive, Corn Products, Eastman 
Kodak, Gillette Company, Heinz, 
Mergenthaler Linotype and 
Procter & Gamble. Most of these, 
of course, have much above aver- 
age stability of sales and profits 
in the domestic market, with 
foreign business a plus factor in 
stability and growth. 


Plough, Inc. 

This company makes a number 
of proprietary remedies under 
well-known trademarks, cosme- 
tics, household products; and 
operates five radio stations. En- 
try into the ethical drug field is 
planned. Up for eight consecutive 
years, for a total gain of 268%, 
profit was $2.10 a share in 1959. 
It might reach $2.70 or so this 
year. At a rate of $0.90, dividends 
will remain conservative. Around 
63, roughly 23 times earnings, 
the stock is not cheap but is 
among the less extremely priced 
issues in the drug group. END 





Timely Counsel on Companies 
Importantly in the News 
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volume gain, although there was 
a substantial increase in the com- 
pany’s sundries business. The 
company is also a manufacturer 
of over 200 proprietary drug 
products. 

Current quarterly dividend is 
3714 cents per share. Prospects 
continue favorable. 


Glidden Company 


“T have been a constant reader 
of your magazine for more than 
20 years. I have depended al- 
most entirely on the contents of 
your publication and your per- 
sonal advice on my investments, 
and over the years have done 
quite well. I have a substan- 
tial investment in Glidden Co. 
Please advise whether I should 
hold this issue or take profits.” 

I. C., Midland, Michigan 
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Glidden Co. operations are well 
diversified with major divisions 
producing paints, vegetable oils 
and other food products, chemi- 
cals-pigments, metals with tita- 
nium dioxide, etc. The expansion 
and streamlining of operations 
should continue to influence 
profits favorably and as the lone- 
er term outlook appears good, the 
shares merit retention. 

Net sales of the Glidden Co. for 
tle 9 month period ended May 
8, 1960 were $145.874.617 com- 
p red with $144,430,496 in the 
s: me period of the previous fiscal 
y ar. Sales gains were registered 
b- each of the company’s three 
o erating divisions. 

Net income for the period just 
c osed was $4,428,020 or $1.92 = 
siare compared with $5,169.297 
c $2.24 a share in the previous 
} eriod. The increased profits of 

e food division were more than 

fset by reduced earnings of the 

lint and chemical divisions 
here increases in sales volume 
were not sufficient to absorb in- 

‘eased expenses. Paint sales 

ere adversely affected by a 

eneral slowness in retail buying, 

1 which bad weather has been a 

trong factor. However, sales of 
ynsumer paints in May exceeded 
those of the same month last year 
and approached the record levels 
set in April 1959. 

Company-wide research and 
development expenditures were 
20% higher than those of the 
previous year. In the Paint Divi- 
sion, the establishment of new 
distribution facilities and the in- 
troduction of new products, such 
as Spred House Paint, have been 
the principal factors causing ex- 
pense increases. Profits of the 
chemical division were affected 
by start-up expenses of the new 
synthetic menthol plant and the 
itanium dioxide ore processing 
‘acilities, and the cost of develop- 
ng the new ilmenite ore property 
n New Jersey. 

“These additional expenses 
have been knowingly incurred to 


provide for greater sales and 
profits in future years,” accord- 


ing to the president of the com- 
pany. 

“Sales are expected to improve 
in the last quarter of this fiscal 
year and net income for the 
period should be about the same 
in the same quarter of 1959,” ac- 
1960 
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cording to president Dwight P. 
Joyce. 

Current quarterly dividend is 
50 cents per share. 


Northrop Corporation 


“IT know that the aircraft in- 
dustry is subject to sudden 
changes in military procure- 
ment policies and have been 
wondering how Northrop Corp. 
has been faring recently. Please 
furnish recent earnings and 
also backlog of orders.” 

H. L., Raleigh, N. C. 

You are correct in your state- 
ment that aircraft companies are 
subject to sudden changes in 
military procurement policies as 
are all other companies dependent 
to a great extent on defense busi- 
ness. A substantial portion of 
Northrop Corp’s backlog recently 
was in missiles, electronics, pro- 
jects in space technology and 
drones. 

Northrop Corp. had net income 
of $5,313,000 for the 9 months 
ended April 30, 1960, compared 
to $5,350,000 in the corresponding 
period of the preceding year. This 
was equal to $2.90 per share on 
1,830,000 shares outstanding 
compared to $3.06 a share on 
1,748,000 shares outstanding the 
year previous. 

The company’s backlog increas- 
ed by over $60 million in the 
third quarter of the year and the 
company earned 3.1% on sales as 
compared with 2.7% for the same 
period last year, according to the 
president. 

“The current fiscal year is 
shaping up much better than ex- 
pected,” according to president 
T. V. Jones. “We think we are 
past our low point and that we 
are embarked on a steady upward 
trend,” he continued. 

Sales for the 9 months period 
amounted to $170,466,000 com- 
pared with $195,775,000 for the 
corresponding 1959 period. 

The company’s backlog at April 
30, 1960 was up to $283 million 
of which $195,500,000 was cover- 
ed by contracts and $87,5000,000 
was in the last stages of negotia- 
tion. Backlog on January 31 of 
this year was $222 million of 
which $173 million was covered 
by contracts and $49 million was 
in the last stages of negotiation. 
Backlog a year ago at the time 
was $227 million. 

Northrop continued to expand 
its operations in electronics and 


advanced technologies princinally 
through new programs rlated to 
the Navy’s Polaris missile svstem 
and the increasing emphasis on 
the guidance systems for the Air 
Force Sky Bolt missile. 

New programs were initiated 
for gyroscopes, radiometric sex- 
tants and special periscopes, all 
related to the Polaris missile 
system. 

Other new business included 
$5,720,000 awarded the com- 
pany’s Radioplane Division for 
drone aircraft; $2 million to the 
Norair Division for outer wing 
and aft fuselage sections of 
Boeing 707 and 720 jet airliners 
and other aircraft assemblies; 
$1 million for adopting the com- 
pany’s new Nortobraze process to 
the manufacture of stainless steel 
honeycomb assemblies for multi- 
sonic aircraft and space vehicles; 
$600,000 for an advanced type of 
ballistic camera; and $1 million 
to Page Communication Engi- 
neers for work on the long-range 
Pacific Communications System 
and for the design of communica- 
tion equipment for the Air Force. 

Current quarterly dividend is 
40 cents per share. 


Hooker Chemical Corp. 
“Will you please furnish this 
subscriber with information 
regarding recent earnings of 
Hooker Chemical Corp. and any 
new plans the company has for 
increasing production, etc.” 

N. W., Los Angeles, California 

Hooker Chemical Co. is a pro- 
ducer of basic and intermediate 
chemicals, including chlorine, 
caustic soda, and related lines. It 
is moderate sized producer. The 
company has expanded in recent 
years through acquisitions and 
diversified into plastics and phos- 
phorus and an affiliate has begun 
production recently of a chemical 
used in the manufacture of rocket 
propellents. 

Sales for the 6 months ended 
May 31, 1960, totalling $74,994,- 
900, were slightly ahead of sales, 
totalling $74,732,200, for the like 
period ending May 31, 1959. Net 
income for the period was $6,387,- 
800 or 86 cents per share com- 
pared with $6,897,700 or 93 cents 
per share for the first half of 
1959. 

Sales for the 3 months ending 
May 31, 1960 were $38,802,500 
compared to $39,834,200 for the 
like period ending May 31, 1959. 
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Sales for the period ending May 
31, 1959. Sales for the period 
were down 2.6% and earnings 
for the 3 months ending May 31, 
1960 were $3,396,200 or 46 cents 
per share compared with $3,699,- 
200 or 50 cents per share. This 
represents a decrease in earnings 
for the period of 8.2%. 

The decline in earnings, despite 
a modest increase in sales for the 
6 months ending May 31, 1960, 
as stated in the first quarter re- 
port, was due to several factors 
including an increased emphasis 
on expenditures for research and 
development, increased costs for 
labor and increased cost for many 
purchased materials. As of the 
present time, these increased 
costs have not been counterbal- 
anced by increases in selling 
prices. 

The company recently an- 
nounced plans for increases in 
production facilities. 

Funds have been appropriated 
for a new phenol plant to be 
located near South Shore, Ken- 
tucky. This plant, when com- 
pleted in 1961, will increase ma- 
terially the output of the plastic 
division and will eliminate the 
need to purchase phenol in the 
open market. 

The company has also an- 
nounced an appropriated fund for 
a sodium hexameta-phosphate 
plant at Jeffersonville, Indiana, 
for the phosphorus division. This 
plant is another step in the fur- 
ther diversification of the product 
line in its phosphorus activities. 

The company has also appro- 
priated funds for facilities at 
Niagara Falls, N.Y. to manufac- 
ture new products in semi-com- 
mercial quantities. These facil- 
ities will permit the company to 
produce more economically and 
more rapidly these new products 
developed by the research depart- 
ment which are presently being 
market-tested in semi-commercial 
programs. 

While chemical operations in 
general will tend to follow general 
economic conditions, Hooker’s 
longer term outlook appears fa- 
vorable in view of its expanded 
position in plastics and other de- 
velopments. The annual dividend 
rate is $1.00 per share. 


Stanley Warner Corp. 


“I have for the most part a 
portfolio of sound blue chip 
stocks but I have a few issues 
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that can be regarded as more 
speculative and one of them is 
Stanley Warner Corp. Any re- 
cent information you have on 
the company would be appre- 
ciated,” 
N.F., San Bernardino, Calif. 
Stanley Warner Corp. operates 
a chain of movie theatres but it 
has diversified its business and is 
also an important producer of 
brassiéres, rubberized girdles and 
similar products and also makes 
some drug products and owns a 
television station. The company 
plans to further difersify its 
activities in non-theatrical fields. 
The stock is a speculation on the 
developments in these fields. 
The consolidated operating pro- 
fit of Stanley Warner Corp. for 
the 39 weeks ended May 28, 1960 
amounted to $2,530,300. This is 
equivalent to $1.25 per share on 
the outstanding common stock. 
The consolidated overating profit 
for the same period last year was 


$3.591,300, equivalent to $1.77 
per share. 
During the 39 weeks ended 


May 28, 1960, there was credited 
direct to earned surplus a _ net 
profit of $9,800 arising from un- 
usual disposition of property and 
other assets. For the correspond- 
ing period last year extraordi- 
nary non-operating losses of $1,- 
544,000 was charged to earned 
surplus. 

For the 39 weeks ended May 
28, 1960, theatre admissions, mer- 
chandise sales and other income 
amounted to $95,320,900 as com- 
pared with $92,869,800 for the 
same period last year. 

The consolidated operating pro- 
fit for the 13 weeks ended May 
28, 1960 was $454,300, equivalent 
to 22 cents per share on the out- 
standing common stock. The pro- 
fit for the corresponding period 
one year ago was $1,337,600, 
equivalent to 66 cents per share 
on the common stock. 

For the 13 weeks ended May 
28, 1960 theatre admissions, mer- 
chandise sales and other income 
amounted to $31,799,400 as com- 
pared with $30,738,600 for the 
same period last year. 

During the 13 weeks ended 
May 28, 1960 there was charged 
direct to earned surplus $15,000 
arising from unusual disposition 
of property and other assets. For 
the corresponding period last 
year extraordinary non-operating 
losses of $1,434,600 were charged 





to earned surplus. 

The accounts of Sarong, Inc. 
and associated companies, ac. 
quired in late February of this 
year, are not included in the a. 
bove figures. These companies op.- 
erated at a profit but such profit 
is not included as the audit for 
these companies is not yet com- 
plete. 

In commenting on the decline 
in operating profit, Mr. S. F. 
Fabian, president, stated “certain 
non-recurring expenses were ir- 
curred during the first 39 weeks 
of the current fiscal year arisin: 
from the introduction of nev 
styles of foundation garment; 
and large promotional expenses. 
The motion picture strike and the 
strike of the writers caused the 
motion picture producers to re- 
lease fewer pictures, both in num- 
ber and quality, than had origi 
nally been planned, which had a 
adverse effect on the operating 
results for the 13 weeks endec 
May 28, 1960. These strikes have 
now been settled. With these un- 
favorable factors over, the com- 
pany looks to greatly improved 
operating results for the August 
quarter.” 

Current quarterly dividend is 
30 cents per share. 

We must emphasize that the 
stock is quite speculative as the 
operations of the business are 
mostly speculative. END 





A Political Summer Rally? 





(Continued from page 455) 


whereas six months ago we heard 
optimistic estimates of 130 mil- 
lion ingot tons for 1960, compared 
with a previous high of 117 mil- 
lion. A total of 112 million this 
year would seem a more likely 
figure. 

Judging from fundamentals in 
the economic background, one 
may look forward to prolongation 
of the trading range that has 
prevailed through the first half of 
1960 with intermittent flurries 
alternating between enthusiasm 
and disappointment. Technical in- 
fluences have improved slightly in 
recent weeks, but not enough to 
warrant an outright bullish view 
point. If hopes of an autumn pick- 
up fail to materialize shortly, the 
faint favorable signs may easily 
reverse.—Monday, July 11. 
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Communist China And Asia 
By A. DOAK BARNETT 

The emergence of Communist China 
as a major and dynamic power on the 
Asian mainland has profoundly 
changed the balance of political and 
strategic power in the world. What 
does the continuing growth in Com- 
munist China’s strength and influence 
mean for the future of the free coun- 
tries of Asia and for United States 
policy? What are the principal ways 
in which the Chinese Communist re- 
gime exerts its power at home and 
abroad? What policies can best serve 
American interests and those of non- 
Communist Asia in the next five or 
ten years? 

These questions are dealt with com- 
prehensively in this full-scale study of 
Communist China and its impact on 
Asia by an author who was born in 
China and has devoted his career ever 
since World War II to an investigation 
of China’s actions and _ intentions. 
Since 1947 Mr. Barnett has spent over 
six years in firsthand observation, re- 
search, and reporting in Asia, first in 
China itself and then in areas on its 
immediate periphery. He was in Peking 
in 1949 when the Communists came to 
power and spent seven months under 
their rule. Subsequently he lived for 
several years in Hong Kong, reporting 
on developments in China, and traveled 
widely in the entire region from Ja- 
pan to India. 

Mr. Barnett’s chapters on Commun- 
ist China as a totalitarian state, on 
its varied policies of attraction, pres- 
sure, and subversion throughout Asia, 
and on its energetic programs of trade 
and aid—all offer striking evidence 
that the challenge that Communist 
China poses to the world operates on 
many different, interacting levels: 
ideological, political, economic, and 
military. 

This book also provides authoritative 
discussions on the role of the Overseas 
Chinese, on Peking’s relations with the 
Communist parties in other Asian 
countries, and on the aims and strains 
of the Sino-Soviet alliance. Mr. Barnett 
concludes with a probing examination 
of United States policy toward Com- 
munist China, with particular empha- 
sis on the dangerous situation in the 
Taiwan Strait area, the question of 
the seating of mainland China in the 
United Nations, and the _ present 
American attitudes toward diplomatic 
recognition of the Peking regime. 


Harper $6.95 
The Costs Of Democracy 


By ALEXANDER HEARD 


This probing investigation of cam- 
paign finance as a form of political 
action in a democratic society is of 
special timeliness and continuing im- 
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portance. Since free elections are the 


principal instruments of democratic 
government and since political cam- 


paigns cost money, the basic and en- 
during problem of campaign finance 
and its effect upon the nominating pro- 
cess is of utmost significance. 

Impressively documented, this book 
shows the effect of money on the out- 
come of elections and the significance 
of contributions as a form of political 
action and as an avenue to prefer- 
ment; it analyzes the source of cam- 
paign funds including interest groups, 
business, public employees, organized 
labor, and the underworld; and it ex- 
amines the ways funds are raised and 
their effects on the structure of power 
within the parties and on the nomina- 
tion of candidates. It evaluates the gen- 
erally unsuccessful attempts to regu- 
late campaign finance by federal and 
state laws; it describes the uses to 
which funds are put, examining the 
functions these expenditures accom- 
plish; and it inspects proposals for al- 
tering the present system by legislative 
and private action. Finally, it outlines 
affirmative measures that might ensure 
greater equality among candidates and 
political parties in bidding for the 
voters’ support. 

There are no convenient, dependable 
data on the sources and uses of politi- 
cal money; a student must forage far 
and wide to find materials with which 
to work. In consequence, any broad 
study of money in elections is neces- 
sarily a cooperative venture. The 
studies initiated in 1953 at the Uni- 
versity of North Carolina in Chapel 
Hill, which are concluded in this book, 
have received aid of some sort from 
over a thousand persons. Because 
money in politics is so difficult to study, 
the last major study on the subject 
appeared in 1932, and another is un- 
likely for twenty-five years. 

Since 1953 Mr. Heard, Professor of 
Political Science and Dean of the 
Graduate School in the University of 
North Carolina, has been studying the 
role of money in politics. In 1956 he 
was a consultant to the United States 
Senate Subcommittee on Privileges and 
Elections and had access to their files 
on the 1952 and 1956 elections. He has 
also used in this comprehensive book 
off-the-record interviews with over six 
hundred politicians throughout the 
nation. 


Chapel Hill $6.00 


Act One 
An Autobiography 
By Moss Hart 
In the opinion of the publishers, ACT 
ONE is the warmest, most engrossing — 
and by far the most revealing — book 


about the theatre that they have ever 
encountered. 
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It is, of course, a success story, for 
Moss Hart today is one of the most 
brilliant, successful and famous figures 
in the American theatre, both as 1 
playwright and as a director. 

How did it happen? Not easily. Hi 
boyhood and adolescent years were 
spent in two entirely different back- 
grounds, and the stories of both are fas 
cinating. With the opening of his firs 
Broadway play, Once in a Lifetime, hi 
world changed abruptly. This _ boo! 
concludes with a detailed telling of th 
complicated steps whereby that pla) 
came into being. 

“T consider the memories and pledge 
that were part of the struggle that pre 
ceded success the vital ones,” the autho 
says. He has set these memories dow: 
with unusual candor, humor and excite 
ment; and the book is an intimate and 
informative portrait, not only of him- 
self but of the world of the theatre as 
well. 


Random House $5.00 


Developing The Corporate Image 
Edited by Lee H. BRIsTOL, JR. 


Developing the Corporate Image is 
the first book to deal with this current 
and much discussed topic. 30 leading 
specialists from various fields have 
contributed chapters dealing with how 
to prepare to meet the problem; dif- 
ferent publics with which you may 
deal; tools techniques, and media you 
may use; and methods of evaluating 
how well you have achieved your ob- 
jectives. 

“Whether you consciously do some- 
thing about it or not,’ Mr. Bristol 
writes, “your organization will have a 
definite corporate image. A well-plan- 
ned program may make the difference 
between creating the corporate image 
you want and running the risk of hav- 
ing an unfavorable one created for 
you.” 

How can you best find out what im- 
age your firm has now? How can you 
organize an effective community re- 
lations program? What are useful 
guideposts to use in planning an an- 
nual report? What do business editors 
look for in company publicity? How 
‘an audio visual aids be put to good 
use? What are the best ways to go 
about developing a new corporate sym- 
bol? How does the corporate image af- 
fect a firm’s financing? Is there a use- 
ful check list for planning the opening 
of a new branch office? How can you 
best analyze the image you have 
achieved? Developing the Corporate 
Image deals practically with questions 
like these, and the book is packed with 
numerous case histories and ideas you 
can borrow in launching or improving 
your own corporate public relations 
program. 


Scribners $5.95 
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Are Your Securities 


OUT OF LINE 


— with Investment-Business Prospects? — With Your Own Aims? 


Ss... of the securities you own may have 
been a good buy when you acquired them 
... but may be a better sale today. 


We have never advocated continuous 
switching of issues—but the conservative 
investor should be the first to replace any 
securities which, through change, no longer 
measure up to the standards of quality, in- 
come or growth he wants to maintain in his 
portfolio. 

Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques— with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 


It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 

Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 


by 4 investors with $40,000 or more we shall be glad to send full information on Invest- 
ment Management Service. Our annual fee is based on the current value of the securities 
and cash to be supervised—so if you will tell us the present worth of your holdings or list 
them for our evaluation—we shall quote an exact fee—and answer any questions as to 


how our counsel can benefit you. 


INVESTMENT MANAGEMENT SERVICE 


) 
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13,725,619 people saw U.S. Steel movics in 1959. 


Business and professional groups, schools and the 


general public, watched some three dozen U. S. Steel. 


educational films in over 47,000 separate showings. 
Perhaps you have seen some of these films: 

‘Rhapsody of Steel’ has been praised as one of the 
finest theatrical shorts ever produced. It shows the 
history of steel from its Stone Age discovery to the 
important role this remarkable metal now plays in 
conquering space. This outstanding animated color 
film is now being shown in a number of motion pic- 
ture theaters throughout the country. 

‘Plan for Learning’ won an NEA School Bell Award 
last year for “distinguished public service advertising 
in behalf of education.” This color film tells the story 
of how one community worked together to build a 


much-needed new school. In addition to group show- 
ings, the film was also featured on TV. 

‘‘The Five Mile Dream,” a theatrical short, is the 
story of bridging Michigan’s Straits of Mackinac. 
Almost 314% million people saw this film last year. 
“Practical Dreamer,” which offers kitchen planning 
tips; ““Mackinac Bridge Diary;” “Jonah and the 
Highway;” and “‘Steel—Man’s Servant” are some of 
the films most requested during 1959. 

If you would like complete booking information 
about U. S. Steel movies, write United States Steel, 
525 William Penn Place, Pittsburgh 30, Pa. 


USS is a registered trademark 
(iss) United States Steel 

















